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HEARING  ON  RURAL  HEALTH  CARE 


THURSDAY,  JUNE  9,  1994 

U.S.  Senate, 
Committee  on  Agriculture,  Nutrition,  and  Forestry, 

Washington,  DC. 

The  committee  met,  pursuant  to  notice,  at  2:42  p.m.,  in  room 
SD-628,  Dirksen  Senate  Office  Building,  Hon.  Patrick  J.  Leahy 
(Chairman  of  the  committee)  presiding. 

Present  or  submitting  a  statement:  Senators  Leahy,  Conrad, 
Daschle,  Baucus,  Kerrey,  Lugar,  Cochran,  McConnell,  Craig,  and 
Feingold. 

STATEMENT  OF  SENATOR  PATRICK  J.  LEAHY,  U.S.  SENATOR 

FROM  VERMONT 

The  Chairman.  Good  afternoon.  Today  the  Senate  Agriculture 
Committee  is  considering  one  of  the  most  important  aspects  of  the 
health  care  reform  debate — how  rural  Americans  get  access  to 
quality  health  care  for  their  families.  For  millions  of  Americans 
who  live  in  rural  communities,  the  health  care  debate  in  Washing- 
ton has,  in  many  ways,  been  an  empty  promise.  The  debate  has  fo- 
cused on  many  important  issues;  what  the  benefits  package  should 
include,  who  should  pay  for  health  care,  how  to  control  costs,  how 
to  guarantee  choice  of  doctors.  But  if  you  live  in  a  rural  area  that 
does  not  have  a  doctor  or  nurse  practitioner,  these  discussions  are 
academic  at  best. 

If  you  have  a  great  prenatal  care  benefit,  that  is  wonderful.  But 
it  becomes  meaningless  to  a  woman  living  in  an  area  without  a 
provider  trained  in  obstetrical  care  or  somebody  who  may  be  in  a 
State  like  mine  and  it  is  2  o'clock  in  the  morning  and  you  go  into 
labor  and  it  is  down  25  degrees  below  zero  and  it  snowed  15  inches 
in  the  last  six  hours  and  the  nearest  hospital  is  over  a  mountain, 
60-70  miles  away.  And  if  you  want  to  determine  who  pays  and  how 
costs  are  curtailed,  these  are  just  intellectual  exercises  if  you  are 
a  car  accident  victim,  but  you  are  too  far  away  from  an  emergency 
room.  And  if  it  comes  to  choice,  there  is  too  often  no  choice  at  all 
for  rural  Americans. 

Twenty-one  million  Americans  live  in  rural  areas  with  a  severe 
shortage  of  primary  care  doctors.  Half  a  million  live  in  areas  with- 
out a  doctor  trained  in  obstetrical  care.  The  emphasis  we  are  plac- 
ing on  managed  care  in  health  reform  could  actually  reduce  the 
number  of  rural  doctors  as  large  HMOs  aggressively  recruit  pri- 
mary care  doctors  to  practice  in  urban  health  plans. 

We  will  hear  from  my  good  friend,  David  Reynolds,  who  runs  the 
community  health  centers  in  the  Northeast  Kingdom  of  Vermont, 
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He  will  tell  us  how  hard  it  is  to  recruit  and  keep  good  doctors  in 
rural  areas.  A  lot  of  rural  hospitals  are  closing  or  they  are  just 
barely  holding  on.  If  you  close  one,  it  often  means  there  is  no  emer- 
gency care  for  miles. 

In  fact,  that  is  one  of  the  reasons  why  deaths  from  accidents  are 
40  percent  higher  in  rural  than  in  urban  areas.  Think  of  that  for 
a  moment.  Last  year  a  farmer  from  Madison,  VT,  told  Mrs.  Clinton 
at  a  health  care  forum  that  her  cows  get  better  health  care  than 
her  children.  Well  no  mother  should  ever  have  to  feel  that  way.  So 
we  want  to  make  access  to  care  in  rural  areas  a  first  thought,  not 
an  afterthought  of  the  health  care  debate. 

This  morning  Senators  Daschle,  Harkin,  and  Representative 
Long  joined  me  in  unveiling  our  rural  health  care  check  list.  It  is 
a  yardstick  by  which  we  feel  that  every  plan  that  comes  to  a  vote 
in  the  Senate  must  be  measured: 

Number  1,  Coverage  for  Americans  no  matter  where  they  live — 
rural  or  urban. 

Number  2,  Availability.  We  need  to  expand  the  number  of  health 
care  providers  practicing  in  rural  communities  and  those  things 
necessary  to  shore  up  rural  hospitals  and  clinics. 

Number  3,  Community-based  care  with  incentives  for  hospitals, 
physicians  and  other  providers  to  participate  in  community-based 
systems  of  care.  We  need  fair  compensation  that  takes  into  consid- 
eration the  differences  in  rural  areas. 

Number  4,  Rural  input.  Too  many  people  in  urban  America  think 
that  the  suburbs  are  somehow  rural  America.  More  people  live  in 
the  suburbs  of  Fairfax  County  than  live  in  my  whole  State.  Rural 
is  rural.  We  who  live  in  rural  America  know  what  rural  is.  Often- 
times, urban  Americans  really  do  not.  So  we  need  to  have  input 
from  those  areas. 

Senator  Cochran,  did  you  want  to  say  something? 

STATEMENT  OF  SENATOR  THAD  COCHRAN,  U.S.  SENATOR 

FROM  MISSISSIPPI 

Senator  CoCHRAN.  Mr.  Chairman.  Thank  you  very  much. 

First  of  all,  I  want  to  thank  you  for  convening  this  hearing.  It 
is  important  for  us  to  understand  the  implications  for  rural  Amer- 
ica in  the  enactment  of  health  care  reform  legislation.  There  are 
special  needs.  As  you  point  out,  there  are  differences  because  of 
geographical  access  problems  to  health  centers  or  clinics  or  hos- 
pitals. In  rural  America,  we  have  seen  in  small  towns  a  larger  per- 
centage of  hospitals  and  clinics  closing  because  of  the  economics  of 
trying  to  deliver  health  care  services  to  the  rural  population  in 
America.  This  has  put  them  at  a  great  disadvantage  when  trying 
to  obtain  the  health  services  that  are  needed  in  the  small  towns 
and  rural  communities  of  our  country.  So  we  need  to  do  something 
about  that. 

I  am  worried  that  if  we  adopt  the  Clinton  plan  though.  Congress 
is  going  to  put  rural  America  in  double  jeopardy.  And  here  are 
some  of  the  reasons  why.  According  to  the  Employment  Policy  In- 
stitute, there  would  be  a  loss  of  200,000  jobs  in  the  agriculture  sec- 
tor. According  to  the  President's  own  health  care  estimating  firm, 
the  Clinton  plan  will  increase  the  overhead  in  businesses  that  do 
not  now  offer  or  provide  insurance.  An  allowance  system,  if  it  is 


adopted  with  a  community  rating,  would  force  the  rural  population 
to  subsidize  the  health  care  system  of  the  urban  population. 

Also,  the  Clinton  proposal  eliminates  Federal  Government  con- 
tributions to  hospitals  which  serve  a  high  number  of  Medicare  and 
Medicaid  patients.  This  would  create  a  bias  against  rural  hospitals 
because  they  do  serve  a  higher  number  of  such  patients.  And  if 
health  care  treatment  has  to  be  rationed  under  Government-run 
health  care,  the  rural  population  will  suffer  disproportionately  be- 
cause of  its  higher  number  of  elderly  Americans  who  live  in  the 
rural  areas. 

Instead  of  the  Clinton  plan,  we  should  approve  a  health  care  pro- 
gram that  encourages  more  health  care  professionals  to  work  in 
medically  underserved  areas  through  the  National  Health  Service 
Corps,  which  is  in  demonstration  now  in  Mississippi  and  other 
States,  and  area  health  education  centers;  establishes  more  com- 
munity and  migrant  health  clinics;  provides  flexibility  in  Federal 
regulations  for  small  town  clinics  and  hospitals  to  allow  them  to 
survive  in  their  unusual  financial  situations;  includes  block  grant 
funds  to  increase  the  capacity  of  State  public  health  agencies;  and 
promotes  competition  in  the  health  care  system  to  help  control 
costs. 

Mr.  Chairman,  I  join  you  in  welcoming  our  witnesses  and  look 
forward  to  their  testimony. 

The  Chairman.  Thank  you  very  much,  Senator  Cochran.  Senator 
Feingold. 

STATEMENT  OF  SENATOR  RUSSELL  D.  FEINGOLD, 
U.S.  SENATOR  FROM  WISCONSIN 

Senator  Feingold.  Thank  you,  Mr.  Chairman.  I  would  like  to 
commend  you  for  convening  the  hearing.  One  of  the  first  pieces  of 
legislation  I  had  a  chance  to  cosponsor  here  was  your  bill  for  rural 
jobs  and  investment  which  looked  beyond  agriculture  to  the  entire 
economic  base  of  rural  regions.  This  hearing  is  about  another  issue 
where  we  can  see  that  there  is  much  more  to  rural  areas  than  just 
talking  about  agriculture,  and  that  is  adequate  health  care. 

In  many  ways  the  problems  of  rural  health  care  coverage — af- 
fordability  and  choice — are  the  central  issues  for  all  of  health  care 
reform.  Mr.  Chairman,  one  of  the  issues  I  wanted  to  just  mention 
at  the  outset  is  the  one  group  that  is  particularly  at  risk  in  rural 
areas  are  people  with  a  mental  illness.  While  individuals  with  men- 
tal illness  utilize  medical  care  at  least  twice  as  often  as  those  with- 
out mental  illness,  individuals  who  receive  targeted  and  focused 
mental  health  treatment  experience  a  35  to  38  percent  drop  in 
medical  costs. 

Unfortunately  though,  access  to  mental  health  treatment  is  quite 
a  problem  in  many  rural  areas.  Well  over  half  or  61  percent  of 
rural  Americans  live  in  designated  psychiatric  shortage  areas.  And 
there  are  actually  more  counties  without  any  psychiatrists,  psy- 
chologists, or  social  workers  than  there  are  with  any  of  these  pro- 
viders in  the  United  States.  And  every  single  one  of  those  non- 
served  communities  is  rural. 

I  have  a  similar  concern  with  regard  to  the  issue  of  long-term 
care,  which  I  think  is  one  of  the  most  valuable  components  of  the 
President's   plan,   is  his  plan  for  home-based,  community-based, 


long-term  care  for  the  elderly,  for  people  with  various  forms  of  dis- 
abilities. 

In  Wisconsin,  we  have  learned  the  value  of  a  program  that  is 
sensitive,  not  just  to  the  city  areas,  but  that  also  those  home  and 
community-based  services  to  be  brought  in  the  rural  areas.  It 
might  mean  that  resources  are  given  to  transportation.  It  might 
mean  that  the  services  have  to  be  in  the  home,  because  not  every- 
body in  the  rural  area  can  all  come  together  in  the  same  place  for 
those  services,  for  example,  an  adult  day  care  center.  And  I  think 
as  we  talk  about  rural  health  care,  the  long-term  care  portion  is 
easily  one  of  the  most  important. 

Also,  I  just  want  to  mention  finally,  Mr.  Chairman,  the  impor- 
tance of  the  elderly  nutrition  program  in  rural  areas  as  a  part  of 
health  care.  We  know  it  is  a  popular  program.  It  is  a  program  that 
allows  older  people  to  come  together  in  a  social  context.  But  it  is 
also  a  health  care  issue.  A  lot  of  people  in  rural  areas  who  may  live 
alone  or  be  out  in  the  country  either  have  to  have  those  meals  de- 
livered to  them  or  have  a  reasonable  way  to  come  in  to  join  in  the 
congregate  meal,  and  I  am  concerned  with,  as  are  you,  Mr.  Chair- 
man, as  you  have  been  for  many  years  with  the  funding  levels  for 
that  and  concern  about  the  potential  cut  of  $8.9  million  in  that  pro- 
gram proposed  in  the  budget. 

So,  Mr.  Chairman,  I  agree  with  you.  We  are  going  to  talk  about 
real  health  care  reform  and  even  if  we  are  going  to  talk  about  uni- 
versal access,  it  does  not  have  very  much  meaning  if  the  access  is 
not  truly  available  in  the  rural  areas  as  well.  Thank  you,  Mr. 
Chairman. 

The  Chairman.  Thank  you  very,  very  much.  I  do  appreciate  that. 

[The  prepared  statement  of  Senator  Feingold  follows.] 

STATEMENT  OF  SENATOR  RUSSELL  D.  FEINGOLD 

I  commend  the  Chairman  for  convening  this  hearing  on  rural  health  care.  It 
couldn't  be  more  timely. 

Focusing  on  the  special  health  care  concerns  of  rural  areas  is  characteristic  of  the 
leadership  the  Chairman  has  provided  in  many  areas  of  vital  interest  to  rural  Amer- 
ica. 

One  of  the  first  pieces  of  legislation  I  co-sponsored  was  the  Chairman's  Rural  Jobs 
and  Investment  Act,  which  looked  beyond  agriculture  to  the  entire  economic  base 
of  rural  regions.  And  this  hearing  certainly  focuses  on  one  of  the  central  problems 
facing  many  rural  communities — adequate  health  care. 

In  many  critical  ways,  the  problems  of  rural  health  care — coverage,  affordability, 
choice — are  the  central  issues  for  all  of  health  care  reform.  But  rural  areas  also  face 
special  health  care  problems. 

The  infant  mortality  rate  is  higher  in  rural  areas  than  it  is  in  urban  areas,  and 
rural  residents  are  more  likely  to  die  from  accidents.  Agriculturally-related  work  is 
rated  the  most  dangerous  in  the  Nation  according  to  the  National  Safety  Council. 
Though  agriculture  workers  compose  less  than  3  percent  of  the  work  force,  they 
have  more  than  14  percent  of  the  work-related  deaths. 

A  group  that  is  particularly  at  risk  in  rural  areas  are  people  with  a  mental  ill- 
ness. 

While  individuals  with  mental  illness  utilize  medical  care  at  least  twice  as  often 
as  those  without  mental  illness,  individuals  who  receive  targeted  and  focused  men- 
tal health  treatment  experience  a  35  percent  to  38  percent  drop  in  medical  costs. 
Unfortunately,  access  to  mental  health  treatment  is  a  basic  problem  in  rural  areas. 

Well  over  half  (61  percent)  of  rural  Americans  live  in  designated  psychiatric  short- 
age areas.  There  are  more  counties  (1,682)  without  any  psychiatrists,  psychologists, 
or  social  workers  than  there  are  with  any  of  these  providers  (1,393),  and  every  sin- 
gle one  of  those  non-served  counties  is  rural. 

At  the  same  time,  rural  Americans  are  less  likely  than  residents  of  urban  areas 
to  have  health  insurance.  Those  who  do  have  private  insurance  are  more  likely  to 


have  purchased  individual  policies  outside  of  the  workplace,  thus  paying  much  high- 
er premiums  than  are  available  through  group  plans. 

We  can  achieve  significant  improvement  in  rural  health  care  by  establishing  a 
system  of  universal  coverage,  no  matter  what  the  mechanism  is.  But  as  the  National 
Rural  Health  Association  has  noted:  ".  .  .  increasing  access  to  health  care  services 
is  more  complex  than  simply  issuing  a  health  care  card  to  all  Americans.  Unless 
the  issues  of  resource  development  and  capacity  building  are  addressed  concurrently 
with  financing  reform,  the  majority  of  rural  Americans  will  continue  to  experience 
significant  barriers  to  accessing  essential  health  care  services." 

This  is  especially  important  in  an  area  of  health  care  in  which  I  much  look  for- 
ward to  working  with  him  to  find  ways  this  Committee  can  enhance  this  crucial  link 
in  the  health  care  network  of  rural  America. 

Again,  I  applaud  the  Chairman  for  convening  this  hearing,  and  I  look  forward  to 
hearing  from  the  witnesses. 

The  Chairman.  Senator  McConnell. 

STATEMENT  OF  SENATOR  MITCH  McCONNELL,  U.S.  SENATOR 

FROM  KENTUCKY 

Senator  McCONNELL.  Thank  you,  Mr.  Chairman.  I,  too,  appre- 
ciate your  having  this  hearing  today.  Over  the  past  few  years,  I 
have  held  countless  health  care  forums  across  Kentucky  to  explore 
the  health  care  issues  important  to  rural  Kentuckians.  And,  Mr. 
Chairman,  I  heard  some  common  themes  that  you  mentioned  in 
your  opening  statement  and  I  am  confident  will  be  discussed  here 
today.  First,  communities  emphasized  repeatedly  the  increased 
need  for  primary  care  providers.  Second,  I  learned  of  the  need  for 
more  facilities  through  which  to  deliver  essential  health  care  serv- 
ices. And  third,  I  heard  about  the  need  for  equitable  and  adequate 
reimbursements  to  allow  rural  providers  to  assist  rural  patients. 

Mr.  Chairman,  as  most  of  us  on  this  committee  know,  the  num- 
bers are  staggering.  Twenty-five  percent  of  Americans  and  over  50 
percent  of  Kentuckians  live  in  rural  areas.  While  urban  and  rural 
residents  utilize  care  at  relatively  the  same  rates,  rural  citizens  are 
much  more  likely  than  urban  citizens  to  suffer  from  a  chronic  con- 
dition such  as  asthma  or  diabetes  and  are  more  frequently  injured 
at  work.  But  urban  counties  have  twice  as  many  practicing  physi- 
cians per  hundred  thousand  residents  as  their  counterparts  in 
rural  communities. 

People  must  travel  miles  and  miles  oftentimes  to  reach  a  health 
care  facility  at  all.  Vital  services  like  emergency  and  diagnostic 
care  are  limited  by  a  lack  of  money  and  the  strangulation  of  com- 
plex regulations.  In  our  efforts  to  reform  the  health  care  system, 
we  need  to  ensure  that  rural  areas  have  the  flexibility  to  inno- 
vatively  provide  for  their  own  needs.  Mandatory  State  alliances,  as 
prescribed  by  the  Clinton  plan,  will  limit  the  rural,  as  well  as 
urban  patients'  choice  of  both  insurance  plans  and  doctors. 

Managed  competition  presumes  there  is  some  competition  to 
manage.  And  as  we  know,  those  of  us  who  represent  rural  areas, 
managed  competition  is  a  concept  whose  premise  and  success  is 
based  on  an  entirely  different  scenario  than  that  which  we  see  in 
rural  areas.  It  is  based  on  the  notion  of  access,  supply,  waste  and 
inefficiencies  in  the  system.  Rural  areas,  to  the  contrary,  des- 
perately need  access  to  reliable,  quality  primary  care. 

In  the  competition  for  quality  providers,  rural  populations  are 
less  attractive  to  these  suppliers.  They  contain  higher  percentages 
of  children  and  the  elderly  than  the  national  average,  and  many 
live  below  the  poverty  line.  Health  care  dollars  are  limited  as  Medi- 


care  and  Medicaid  serve  as  primary  sources  for  health  care  cov- 
erage. In  addition,  the  purchasing  power  of  self-employed,  rural 
residents  is  constrained  by  marginal  profits  and  tax  deductibility 
limits. 

I  noted  with  interest  that  the  New  England  Journal  of  Medicine 
reported  that  managed  competition  requires  a  minimum  of  180,000 
participants  to  work.  In  South  Central  Kentucky,  this  translates 
into  a  group  of  nine  counties  covering  3,158  square  miles  in  order 
to  achieve  a  patient  population  of  181,000. 

Expanding  programs  such  as  the  National  Health  Service  Corps 
and  the  Community  and  Migrant  Health  Centers  programs  will 
help.  Creating  incentives  to  develop  and  improve  integrated  sys- 
tem, as  well  as  increasing  the  number  of  providers  should  be  in- 
cluded in  any  health  reform  bill. 

But  regulatory  burdensome  provisions  that  result  in  the  Govern- 
ment controlling  and  dictating  a  one-size-fits-all  approach  to  our 
rural  areas  is  simply  not  going  to  work.  Rural  areas  will  benefit 
from  such  provisions  as  insurance  reform,  eliminating  pre-existing 
condition  limitations,  guaranteeing  renewability  and  portability, 
malpractice  reform,  and  making  the  cost  of  premiums  to  the  self- 
employed  100  percent  deductible.  They  will  not  benefit  from  large 
alliances,  global  budgets,  and  more  regulations. 

Finally,  Mr.  Chairman,  let  me  just  recognize  a  fellow  Kentuckian 
who  is  here  today.  Dr.  Wayne  Myers,  who  is  the  Director  of  the 
University  of  Kentucky  Center  on  Rural  Health,  is  here  and  I  want 
to  recognize  him  and  thank  him  for  coming.  His  office  is  located  in 
Hazard  which  is  in  eastern  Kentucky.  It  is  one  of  the  larger  com- 
munities in  eastern  Kentucky.  Most  of  our  communities  are  small. 
And  as  we  say,  to  go  anywhere  in  eastern  Kentucky,  you  have  to 
go  up  a  holler.  Is  that  not  right,  Doctor?  He  has  been  instrumental 
in  getting  the  Center  on  Rural  Health  off  the  ground  in  Kentucky 
and  he  brings  a  wealth  of  knowledge  and  ideas  to  the  table,  and 
I  just  want  to  tell  him  how  glad  I  am  that  he  is  here.  Although 
I  cannot  see  him  because  of  the  television  camera. 

The  Chairman.  Thank  you.  He  was  with  us  earlier  this  morning 
at  a  press  conference.  He  was  very  helpful  to  us  with  the  work  he 
and  RUPRI  have  done.  One  of  the  key  members  of  this  committee 
and  also  the  Finance  Committee  is  Senator  Baucus.  And  knowing 
how  busy  your  schedule  is  today,  I  am  delighted  you  could  join  us 
here  today,  too. 

STATEMENT  OF  SENATOR  MAX  BAUCUS,  U.S.  SENATOR 

FROM  MONTANA 

Senator  Baucus.  I  thank  the  Chairman.  Mr.  Chairman,  I  think 
we  are  at  a  wonderful  opportunity  here.  I  helped  co-found  the  rural 
health  care  caucus  many  years  ago.  I  think  through  our  efforts,  we 
were  able  to  in  some  way  stem  the  tide  of  the  closure  of  a  lot  of 
rural  hospitals  and  a  lot  of  medical  services  in  our  country.  For  ex- 
ample, we  were  able  to  get  greater  reimbursement  for  rural  hos- 
pitals, for  sole  community  providers.  In  addition,  increased  Medi- 
care payments  to  rural  physicians.  That  is  up  to,  I  think  it  is  10 
percent,  a  bonus  for  Medicare  reimbursement  today.  Various  provi- 
sions like  that  which  I  think  have  helped. 


But  here  we  are  today,  1994,  and  frankly  the  problems  of  rural 
health  care  are  still  acute.  The  problem,  quite  frankly,  is  not  only 
one  of  cost,  as  is  the  case  I  think  around  the  country;  that  is,  all 
Americans  face  difficult  health  care  costs,  but  in  rural  America,  in 
addition  to  cost,  it  is  access.  Rural  people  just  do  not  have  the  ac- 
cess to  doctors,  to  nurses,  to  physician  assistants,  to  hospitals  that 
people  in  larger  cities  have. 

Aiid  without  any  disrespect  to  my  colleagues  from  other  rural 
States,  I  might  say,  Mr.  Chairman,  that  those  in  the  West,  rural 
has  a  new  meaning,  has  a  different  meaning.  And  in  fact,  when 
Mrs.  Clinton  was  in  Montana  last  year,  when  she  got  off  the  air- 
plane, the  first  thing  she  said,  I  have  been  in  a  lot  of  rural  parts 
of  America.  I  am  a  champion  of  rural  health  care,  but  she  said,  this 
is  not  rural;  this  is  mega-rural.  This  is  hyper-rural.  It  is  just  the 
sound  of  sense  of  distance  and  space  in  the  west  of  the  north  me- 
ridian where  it  does  not  rain  very  much  and  there  are  not  a  lot  of 
people.  I  would  like  to  say  in  comparison  that  the  population  den- 
sity, I  know  in  New  Jersey  is  about  1,000  people  per  square  mile. 
In  my  State  of  Montana,  it  is  six.  And  I  imagine  North  Dakota 
is 

The  Chairman.  6,000? 

Senator  Baucus.  You  can  take  off  a  few  zeros,  if  you  would  like. 

The  Chairman.  If  the  Senator  would  yield,  I  used  an  example 
this  morning  in  talking  to  someone  that  Montana  and  Wyoming 
have,  between  the  two  of  them,  just  about  double  the  population  of 
the  State  of  Vermont  and  probably  25  times  the  land  area. 

Senator  Baucus.  What  is  the  population  of  Vermont? 

The  Chairman.  570,000. 

Senator  BAUCUS.  Yes,  that  is  about  double.  That  is  about  right. 

The  Chairman.  It  is  about  double  between  the  two  States. 

Senator  BAUCUS.  But  here  you  are,  Mr.  Chairman,  this  is  1994. 
We  are  on  the  verge  of  passing,  I  think,  very  important  health  care 
legislation  which  could  well  be  one  of  the  most  important  actions 
that  this  Congress  will  take,  in  say  a  10,  20  year  period.  This  could 
very  well  be  landmark  legislation  which  by  the  year  2000  or  the 
next  century  look  back  on  and  see  how  much  we  have  done  that 
is  good  for  our  people  and  for  our  country.  I  think  we  are  on  the 
verge  of  finally  enacting  some  very  meaningful  rural  health  care 
provisions. 

I,  for  example,  have  introduced  legislation  which  is  incorporated 
in  the  President's  bill  which  gives  dramatic  tax  credits  to  physi- 
cians who  practice  in  underserved  areas  in  the  first  5  years  of  their 
practice  and  dramatic  tax  credits  to  nurses  who  practice  in  under- 
served  areas  in  the  first  5  years  of  their  practice.  In  addition,  Mr. 
Chairman,  I  might  add  that  we  in  Montana  have  a  rural  facility 
program  which  we  are  extremely  proud  of  and  which  we  think 
works  very  well.  It  is  called  Medical  Assistance  Facilities. 

Essentially,  we  in  Montana  have  a  waiver  from  Medicare  which 
sets  up  a  medical  assistance  facility  in  about  five  or  six  counties 
in  our  State.  And  I  can  tell  you,  Mr.  Chairman,  that  when  I  at- 
tended the  opening  of  these  medical  assistance  facilities,  I  am  as- 
tounded at  the  people  who  are  in  the  county.  I  did  not  know  that 
many  people — they  come  from  all  around,  because  they  are  so  ap- 
preciative of  the  facility  that  they  have  there.  It  is  opened  24  hours 
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a  day  with  physician  assistants  or  nurse  practitioners  tied  in  with 
long  care  facility  and  it  is  their  way  to  be  sure  that  there  is  some 
kind  of  facility  that  makes  some  sense  for  them.  I  know  that  there 
are  other  variations  of  this.  Each  program  is  one  variation. 

But  we  in  Montana  very  much  prefer  the  medical  assistant  facil- 
ity approach  because  it  gives  each  community  much  more  flexibil- 
ity. They  are  not  as  tied  to  a  specific  hospital  or  a  specific  way  of 
doing  things.  And  I  just  urge  us  in  any  legislation  that  we  pass, 
allow  medical  assistance  facilities  to  be  permanent.  In  our  State  of 
Montana,  half  of  our  counties  do  not  have  physicians  who  deliver 
babies.  We  have  six,  seven  counties  with  no  physicians  whatsoever. 
We  have — 20  percent  of  our  people  have  no  health  insurance  what- 
soever. I  think  you  will  find  in  rural  parts  of  America,  the  inci- 
dence of  lack  of  health  insurance  is  greater  than  the  national  aver- 
age. 

And  in  addition,  it  is  partly  because  the  expense  is  so  high.  We 
have  to  also  assure  in  any  legislation,  Mr.  Chairman,  that  anybody, 
whether  he  is  working  for  himself,  gets  a  full  deduction  for  his 
health  care  insurance  payments.  Right  now  large  corporations  get 
a  full  100  percent  deduction.  If  you  are  self-employed,  you  do  not. 
You  get  a  25  percent  deduction.  That  is  wrong.  I  just  think  all 
Americans  should  get  the  same  deduction  for  health  insurance. 
And  we  know  that  health  insurance  in  small  counties,  in  rural 
counties,  is  a  lot  more  than  health  insurance  for  people  who  live 
in  urban  areas.  And  it  is  partly  because  rural  counties  tend  to  be 
small  business.  And  small  business  health  insurance  costs  are  30 
to  40  percent  higher  than  big  business  health  insurance  costs,  but 
the  same  benefits. 

So  there  are  a  lot  of  ways  to  slice  this  but,  Mr.  Chairman,  I  just 
very  much  appreciate  your  calling  this  hearing.  I  have  drawn  even 
more  attention  to  the  rural  dimension  of  health  care  because  they 
have  unique,  special  problems  that  this  committee  can  help  ad- 
dress. I  thank  you. 

The  Chairman.  Thank  you  very  much.  Senator  Craig. 

STATEMENT  OF  SENATOR  LARRY  E.  CRAIG,  U.S.  SENATOR 

FROM  IDAHO 

Senator  Craig.  Mr.  Chairman,  you  have  a  long  list  of  witnesses 
this  afternoon.  So  I  will  ask  that  the  bulk  of  my  statement  be  made 
a  part  of  the  record. 

The  Chairman.  Without  objection. 

Senator  Craig.  Mr.  Chairman,  when  I  first  met  Mrs.  Clinton  and 
she  began  to  advocate  the  health  care  approach  that  she  and  the 
President  had  put  together,  I  asked  her  what  her  definition  of  rural 
was.  And  there  was  some  attempt  on  her  part  to  define  it.  But  I 
suggested  to  Mrs.  Clinton  that  rural  by  definition  in  Idaho  was  not 
20  miles  down  the  interstate.  That  it  could  be  300  or  400  miles 
over  the  mountain  pass,  oftentimes  snow-covered  and  closed  in  the 
wintertime  intermittently.  And  so  that  small  communities  must  be 
self  providing  oftentimes  in  their  health  care  services  for  their  citi- 
zenry. 

Idaho  today  has  two  unique  distinctions  in  health  care.  We  are 
one  of  the  lowest  cost  health  care  States  in  the  Nation.  But  in 
doing  so,  we  also  have  one  of  the  worst  doctor/patient  ratios  of  any 


State  in  the  Nation.  In  part,  that  ratio,  Mr.  Chairman,  is  a  direct 
result  of  current  Federal  programs.  Medicare  as  you  know  with  its 
urban  rural  differential  has  clearly  discriminated  against  health 
care  provided  in  rural  areas. 

And  I  am  not  suggesting  here  today  that  a  new  Federal  program 
of  some  kind  could  not  resolve  it.  But  I  am  here  to  suggest  that 
whatever  we  do  in  the  passage  of  health  care  reform  in  the  next 
several  months  should  not  discriminate  nor  should  it  in  any  way 
deter  States  from  doing  what  they  are  doing  very  well  today  in  re- 
sponse to  their  health  care  needs. 

I  think  any  of  us  who  have  spent  time  in  our  States,  and  we  just 
heard  Senator  Baucus  express  some  great  enthusiasm  for  programs 
in  Montana.  And  there  are  programs  in  Kentucky  and  other  States 
that  are  a  direct  result  and  a  response  of  those  States  to  their  citi- 
zens because  of  failures  or  discrepancies  or  discrimination  built  in- 
side current  Federal  reimbursement  programs.  That  is  also  true  in 
my  State  of  Idaho.  The  State  legislature,  in  a  very  responsible  fash- 
ion. Local  communities  are  coming  together  to  provide  largely 
health  care  proposals  that  are  a  direct  result  of  a  need  for  greater 
health  care  delivery  systems. 

So  whatever  we  do  here  at  the  Federal  level,  I  would  hope  that 
we  allow  the  maximum  kind  of  flexibility  that  should  exist  for  the 
kinds  of  initiatives  that  are  currently  going  on  in  States  and  in  pri- 
marily rural  States  where  Federal  programs  have  failed  or  in  some 
ways  missed  the  proper  addressing  of  health  care  and  health  care 
delivery  as  our  citizens  would  expect  it. 

I  do  believe  that  a  program  and  our  assistance  in  support  of  a 
program  that  allows  optimum  choice,  that  certainly  allows  the  kind 
of  flexibility  and  creativity  that  I  have  just  spoken  to  is  so  impor- 
tant in  the  overall  quality  of  health  care  delivery  to  rural  parts  of 
our  country.  Mr.  Chairman,  I  will  not  get  involved  in  the  business 
of  who  is  more  rural,  whether  it  be  Montana  or  parts  of  Kentucky 
or  parts  of  Idaho.  But  what  I  do  know  is  that  there  are  an  awful 
lot  of  miles  and  a  good  many  jackrabbits  between  our  citizens  and 
their  health  care  delivery  systems,  and  whatever  we  assist  in  here, 
we  must  be  cognizant  of  the  fact  that  it  ought  to  be  promotive  of 
and  not  discriminatory  against  the  kinds  of  systems  that  we  cur- 
rently have  in  our  States  and  that  we  are  promoting  and  improving 
literally  on  a  daily  basis  as  States  have  recognized  that  they  need 
to  provide  something  that  is  unique  to  them  that  the  Federal  Gov- 
ernment cannot  nor  probably  should  provide. 

[Testimony  resumes  on  page  20.] 

[The  prepared  statement  of  Senator  Craig  follows.] 

STATEMENT  OF  SENATOR  LARRY  E.  CRAIG 

Mr.  Chairman,  thank  you  for  holding  this  hearing  on  health  care  reform  as  it  spe- 
cifically relates  to  rural  America.  There  is  a  very  real  need  for  this  committee  to 
insure  that  the  Congress,  as  health  care  reform  is  debated,  understand  and  take 
into  consideration  the  very  unique  situation  facing  health  care  in  rural  America.  I 
would  like  to  share  with  the  committee  some  of  what  has  been  happening  in  my 
home  State,  Idaho. 

Idaho  and  other  "frontier"  States  have  unique  needs  in  health  care  delivery.  For 
example,  Ideiho  has  one  of  the  worst  doctor-to-patient  ratios  in  the  Nation;  therefore, 
access  to  care  is  not  merely  a  question  of  the  aoility  to  pay. 

Low  Medicare  reimbvu-sement  rates  have  also  been  a  great  barrier  in  improving 
the  doctor-to-patient  ratio  in  rural  States  such  as  Idaho.  Our  growing  senior  popu- 
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lation  means  that  Medicare  covers  a  greater  percentage  of  patients  in  Idaho  than 
in  other  States.  Inadequate  Medicare  reimbursements  have  forced  several  hospitals 
to  shut  down  and  have  made  it  difficult  to  recruit  new  physicians.  Health  care  pro- 
viders in  Idaho,  as  in  other  rural  States,  work  extremely  long  hours  to  make  up  for 
staff  shortages.  The  willingness  to  do  this  comes  from  a  personal  dedication  to  com- 
munities and  a  commitment  to  the  maintenance  of  a  unique  quality  of  life  that  is 
rural  America. 

Some  communities  in  Idaho  don't  have  a  physician.  Residents  may  have  the  bene- 
fit of  a  clinic,  but  often  have  to  travel  many  miles  to  a  larger  neighboring  commu- 
nity for  treatment  of  more  complex  health  problems.  Mr.  Chairman,  it  is  important 
to  note  that  in  Idaho  that  drive  is  not  20  miles  down  a  stretch  of  interstate.  Rather, 
it  is  often  a  winding  mountain  road  that  is  closed  part  of  the  year  because  of  snow 
and  ice.  While  that  depiction  may  seem  melodramatic,  it  is  also  very  accurate. 
Therefore,  the  question  of  access  in  Idaho  is  more  than  "can  we  afford  these  medical 
services?"  It  is,  "can  we  get  to  a  doctor  or  a  hospital  when  we  need  help?" 

Promising  my  State  universal  coverage  will  do  very  little  to  ease  the  burdens  we 
encounter.  Canadians  have  universal  coverage  and  many  people  there  still  lack  ac- 
cess to  the  system  because  of  the  rationing  of  care.  Therefore,  access  is  a  very  im- 
portant problem  we  face.  And,  as  we  work  out  a  national  health  care  reform  bill, 
we  must  address  the  unique  needs  of  rural  States  and  acknowledge  that  a  one-size- 
fits-all  plan  simply  will  not  work  in  Idaho  and  other  rural  States. 

In  light  of  some  of  these  access  problems  I  have  mentioned,  I  would  like  to  talk 
a  little  about  how  Idahoans  are  already  working  to  solve  our  problems.  I  will  be  ad- 
dressing three  specific  topics  in  my  testimony  today: 

(1)  proposals  under  consideration  and  already  passed  by  the  Idaho  State  Legisla- 
ture; 

(2)  specific  strategies  being  employed  in  the  Twin  Falls  area;  and, 

(3)  an  innovative  community  health  network  developing  in  five  northern  Idaho 
counties. 

I  have  also  raised  these  issues  with  other  committees  of  jvuisdiction  on  the  health 
care  issue.  It  is  my  sincere  hope  these  suggestions  and  ideas  provided  will  be  incor- 
porated in  the  final  health  care  reform  package  that  is  presented  to  the  President. 

Many  States  have  already  developed  organizations  and  programs  designed  to  im- 
prove health  care  access  and  delivery,  and  the  Congress  should  not  impede  those 
efforts.  We  must  allow  the  States  the  option  to  form  these  types  of  networks  and 
tailor  health  care  plans  to  their  individual  needs.  In  this  Congress,  we  have  the 
unique  opportunity  of  developing  an  infrastructure  that  will  empower  local  groups 
so  that  they  can  design  programs  to  meet  their  particular  needs.  Empowerment 
should  be  our  focus,  not  restrictions  and  prohibitions. 

Because  we  have  specific  needs,  reforms  in  Idaho  have  focused  on  increasing  ac- 
cessibility while  containing  costs.  Over  the  past  few  years  the  Idaho  Legislature  has 
taken  several  steps  to  improve  health  care  accessibility  and  coverage  by  reforming 
the  insurance  industry,  developing  medical  savings  accounts,  and  guaranteeing 
health  care  access  to  individuals  and  small  businesses.  Other  proposals  under  con- 
sideration include  developing  incentives  to  further  reduce  health  care  costs  and  im- 
prove the  doctor-to-patient  ratio. 

Insurance  reforms  that  passed  Idaho's  Legislature  this  past  session  include  the 
transferability  of  policies  so  that  people  won't  lose  insurance  coverage  simply  be- 
cause they  change  jobs.  There  is  also  an  individual  health  insurance  availability  act 
which  guarantees  access  to  health  insurance  for  individuals.  These  provisions  are 
similar  to  ones  included  in  many  Federal  health  care  reform  proposals.  They  are 
real  solutions  to  problems  that  cut  people  out  of  the  current  system. 

In  addition  to  these  insurance  reiorms,  Idaho  has  passed  laws  reducing  the 
amount  of  paperwork  required  and  establishing  medical  savings  accounts,  both  laws 
functioning  to  promote  cost-containment.  Reducing  paperwork  and  establishing 
medical  savings  accounts  are  both  proposals  I  support  and  are  included  in  legisla- 
tion I  have  co-sponsored.  Medical  savings  accounts  maximize  choice  by  allowing  peo- 
ple to  choose  the  medical  benefits  they  want  and  need. 

The  Idaho  State  Legislature  has  taken  major  steps  toward  solving  its  own  health 
care  problems. 

As  we  consider  Federal  laws  and  regulations,  we  cannot  discount  what  the  States 
have  already  done. 

Mr.  Chairman,  I  hope  that  Federal  reforms  will  enhance  rather  than  inhibit  what 
we  are  doing  in  Idaho. 

Over  the  past  few  months,  a  group  of  community  leaders  in  the  Twin  Falls,  Idaho 
area  has  adopted  the  vision  to  make  their  region  "the  healthiest  place  in  America." 
County  facilities  are  beginning  to  work  together  under  the  joint  exercise  of  powers 
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agreement,  and  physicians  are  beginning  to  form  larger  group  practices  to  work 
with  hospitals  under  physician-hospital  organizations. 

However,  for  the  Twin  Falls  community  to  develop  its  network,  it  cannot  be  ob- 
structed by  Federad  legislation.  I  hope  that  the  Congress  will  take  into  consideration 
the  reform  efforts  already  passed  in  the  Idaho  State  Legislature.  There  is  a  need 
to  focus  on  establishing  a  framework  in  which  the  market  can  develop  and  progress 
naturally  in  the  States. 

Coinciding  with  the  developments  in  the  Twin  Falls  area,  the  160  physicians  of 
northern  Idaho  founded  the  North  Idaho  Physicians  Association  to  serve  as  a  forum 
for  discussion  and  education.  Together  with  the  coalition  of  hospitals  in  the  area, 
this  association  has  performed  a  local  study  of  the  needs  of  beneficiaries,  employers, 
and  providers. 

It  is  very  unlikely  that  any  single  group  understands  the  health  care  needs  of 
northern  Ideiho  better  than  this  association  and  the  residents  of  the  communities 
they  serve — certainly  not  bureaucrats  in  Washington  DC.  This  association  of  physi- 
cians and  hospitals  is  now  developing  a  community  health  network  in  the  five  coun- 
ties of  northern  Idaho,  aimed  at  meeting  the  unique  needs  of  the  region.  Again,  phy- 
sician-hospital organizations  are  being  developed  in  each  community,  and  a  network 
physician  hospital  organization  is  being  formed  to  coordinate  the  activities  in  the 
five  counties. 

This  northern  Idaiho  organization  is  dedicated  to  providing  accessible,  high-quality 
health  care  while  containing  costs  in  their  communities.  This  confirms  my  belief 
that  health  care  is  most  efficient  when  coordinated  locally.  It  has  started  discussions 
with  Medicaid  to  solve  the  problem  of  caring  for  low-income  families,  and  it  is  also 
working  on  solutions  to  raise  the  doctor-to-patient  ratio  in  the  region.  Propelled  by 
a  sense  of  community  and  desire  to  improve  health  care  in  their  own  area,  the  orga- 
nization is  implementing  solutions  to  the  problems  we  are  only  discussing. 

Mr.  Chairman,  I  would  urge  the  committee  to  seriously  consider  these  examples 
of  what  is  being  done  in  the  States  as  you  continue  to  work  on  a  sensible  Federal 
health  care  reform  proposal. 

The  examples  I  have  mentioned  today  clearly  illustrate  how  the  health  care  mar- 
ket can  successfully  respond  to  pressures  when  given  the  liberty  to  do  so.  Mr.  Chair- 
man, the  Congress  can  enhance  what  is  already  happening  in  the  States,  or  it  can 
put  up  obstacles  and  restrictions.  It  is  my  hope  that  the  choice  will  be  enhancement. 

Mr.  Chairman,  the  Consumer  Choice  Health  Security  Act  (S.  1743),  which  I  co- 
sponsor,  will  do  this.  This  bill  is  designed  to  guarantee  high-quality,  accessible 
health  care  services.  I  am  particularly  pleased  with  how  this  plan  would  enable  us 
to  move  toward  achieving  universal  access  and  comprehensive  coverage.  Refundable 
tax  credits,  based  on  the  percentage  of  gross  income  spent  on  medical  services,  and 
the  introduction  of  medical  savings  accounts  are  two  designs  in  this  plan  which  will 
dramatically  improve  access  without  impeding  State  reforms  or  restricting  the  con- 
sumer's choice. 

In  developing  this  plan,  the  ultimate  goal  was  to  empower  the  individual  to  im- 
prove the  system  by  maximizing  the  ability  to  make  choices.  Individuals  are  cer- 
tainly better  able  to  determine  their  needs  than  the  Federal  Government  is,  just  as 
experienced  health  professionals  can  best  decide  on  the  best  method  of  treatment. 
We  do  not  need  extensive  Government  intervention  to  provide  universal  health  care. 
The  Federal  Government  functions  best  when  simply  developing  the  framework  in 
which  the  market  can  work,  and  health  care  reform  should  focus  on  building  this 
foundation. 

In  conclusion,  let  me  stress  how  important  it  is  that  we  do  not  step  outside  of 
our  boundaries.  Urban  health  care  models  are  not  applicable  in  frontier  rural  States 
like  Idaho,  and  there  is  no  single  model  of  health  care  delivery  that  can  be  applied 
in  all  rural  areas.  By  trying  to  develop  a  one-size-fits-all  program  for  all  of  America, 
we  are  searching  for  the  pot  of  gold  at  the  end  of  the  rainbow.  Our  States  and  the 
private  sector  have  proven  their  competence,  which  pleases  me  immensely.  We  can- 
not ignore  what  has  been  done  on  the  local  level  and  assume  the  responsibility 
which  is  not  rightfully  ours. 

I  have  a  few  items  that  I  request  be  included  in  the  hearing  record  following  my 
statement.  The  items  include  some  news  articles  and  an  outline  of  the  North  Idaho 
Rural  Health  Consortium  provided  by  Joe  Morris  of  Kootenai  Medical  Center.  There 
is  also  a  letter  from  a  physician.  Dr.  Michael  Dixon,  who  also  is  part  of  the  North 
Idaho  Rural  Health  Consortium. 

Thank  you  for  providing  the  opportunity  for  this  committee  to  gather  information 
regarding  rural  health  care.  As  we  continue  the  debate  on  this  issue  vital  to  the 
American  people,  I  hope  the  final  health  care  bill  gives  full  and  adequate  consider- 
ation to  the  distinctive  health  care  needs  of  rural  America. 
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iiJI^ggj^Z^b.  13.  1994.     Spokane   Wash, 


Idaho  medical  services 
lose  patients  to  Spokane 


By  Cynthia  Taggart 
Staff  writer 

COEUR  d'ALENE  —  Millions 
of  North  Idaho's  dollars  are  trav- 
eling to  Washington  each  year  to 
pay  for  health  care.  ^ 

Some  of  that  money  pays  for 
care  not  available  in  the  Panhan- 
dle, such  as  heart  or  bone  marrow 
transplants. 

But  much  of  that  money  pays 
for  services  available  in  North 
Idaho  —  magnetic  resonance  im- 
aging, dermatology  and  more. 

In  1992,  North  Idaho  residents 
spent  S39  million  on  health  care  in 
Washington,  according  to  state 
records. 

That  amount  is  close  to  Koote- 
nai Medical  Center's  entire  an- 
nual budget  of  S50  million,  said 
Joe  Morris,  ICMC  administrator. 

In  Kootenai  County.  U  percent 
of  the  work  force  commutes  to 
jobs  in  Spokane.  Many  of  those 


jobs  offer  health  insurance  plans 
tied  to  Spokane's  health  care 
network. 

Manv  Panhandle  residents  work 
for  companies  that  buy  insurance 
coverage  out  of  stale.  Some  of 
those  packages  require  patients  to 
travel  to  Spokane  for  medical 
services. 

Some,  such  as  Group  Health, 
that  offer  clinics  in  Idaho  require 
patients  to  seek  some  specialized 
ser%'ices  in  Spokane  even  though 
those  services  are  available  in  the 
Panhandle. 

Gene  Tomt,  administrator  of 
Bonner  General  Hospital  in  Sand- 
point,  said  the  more  Panhandle 
"residents  use  North  Idaho  health 
care  providers,  the  healthier  the 
local  system  will  be. 

"Employers  stand  to  benefit 
from  more  local  care,"  Tomt  said. 
"Then  they  don't  pay  the  high  cost 
of  out-of-town  care." 


need  programs  designed  strictly  by 
providers." 

The  task  force's  feasibility  study 
includes  interi.ie\vs  with  all  Panhan- 
dle doctors  and  many  large  employ- 
ers and  insurance  companies.  The 
task  force  wants  to  know  where 
health  care  dollars  are  going  now. 
what  people  want  from  health  care 
and  how  that  can  be  provided  in 
North  Idaho. 

Dtxon  expects  results  from  the 
studv  next  month.  At  that  time,  the 
physicians'  association  will  vote  on 
which  option  to  choose. 

"It's  exciting."  the  family  practi- 
tioner said.  "We're  not  just  trying  lo 
protect  ourselves.  Were  trying  to 
find  a  better  wav  to  provide  health 


Kootenai  Medical  Center  is  pre- 
pared to  survive  under  health  care 
reform  whether  it  joins  the  doctors  or 
not,  Morris  said.  Its  costs  are  among 
the  lowest  in  the  Northwest,  whic'r 
makes  KMC  a  good  provider  when 
insurance  companies  start  looking. 

But  not  all  Panhandle  hospitals  are 
that  secure.  Gene  Tomt,  administra- 
tor of  Bonner  General  Hospital  ir. 
Sandpoinl.  said  a  five-county  PHO  o: 
HMO  could  help  small  hospitals  sucr, 
as  his  survive. 

Doctors  in  Idaho  Falls  and  Twir 
Falls  are  looking  into  plans  similar  to 
those  under  study  now  in  Nonr, 
Idaho,  said  Bob  Seehusen,  director  c:" 
the  Idaho  Medical  Association. 

His  organization  offers  technical 
help  —  legal  advice,  speakers,  con- 
tract review  —  to  doctors  trj'ing  to 
unite  in  a  plan  with  other  health  care 
providers. 

"Having  doctors  and  hospital  peo- 
ple concerned  about  care  in  Coeur 
d'Alene  is  a  much  more  positive  wa\ 
to  go  than  letting  business  run  healtn 
care,"  Seehusen  said.  "Our  boara 
took  the  position  we  couldn't  affora 
to  form  a  statewide  HMO.  We  be- 
lieve it's  best  done  at  the  local  le\e; 
where  local  needs  can  be  met." 

Dixon  said  his  group  doesn't  have 
time  to  waste. 

Group  Health  recently  expande,: 
its  clinic  in  Coeur  d'Alene  and  '  ;> 
always  marketing,"  said  Evelyn  Fran- 
cis, Group  Health's  North  Idaho 
director.  The  HMO  has  8,200  mer- 
bers  in  North  Idaho, 

Spokane's  Sacred  Heart  Medio; 
Center  is  merging  with  small  hosr  - 
tals  and  building  a  health  care  e-  ■ 
ptre.  possibly  positioning  itseli  : 
become  ihe  provider  for  the  reg;;- 
Dixon  said.  Insurance  companies  ;-l 
buying  each  other  out  and  looking  : ;  ■ 
the  lowest  cost  providers  in  an  ero"". 
to  stay  in  business. 

"The     indusirv's    moving     ai   '_ 
quicklv,"  Dixon  said.  "If  we  want 
be  a  part,  we  have  to  do  sometr;-; 
now" 


14 


/\jof^t/i  /dalvo 


Health  care  prognosis 


Future  depends  on  costs, 
health  insurance  availability 

■~~^o  survive  in  the  business  of  iieaiih  care  these  days,  it  would 

.    pay  to  learn  a  little  about  fortune  telling. 

"Most  of  our  efforts  have  been  spent  trying  to  anticipate 
where  reform  is  headed,  and  prepare  ourselves  for  that,"  said  Joe 
Morris,  chief  executive  officer  of  Kootenai  Medical  Center  of 
Coeur  d'Alene,  North  Idaho's  largest  health  care  employer 

To  stay  in  business,  hospitals  must  concentrate  on  providing 
high-quality,  low-cost  care,  and  on  joining  forces  with  other  health 
care  providers  in  taking  an  active  role  in  providing  insurance  cov- 
erage to  their  patients,  he  said. 

"What  we're  doing  is  following  both  tracks,"  Morris  said. 
"\Ve've  kept  our  costs  low,  and  it  has  been  to  our  .advantage  to  do 
that.  And  we've  been  trying  to  organize  some  t\'pe  of  organization 
that's  capable  of  going  to  an  employer  or  insurer  and  providing  a 
svstein  that  would  organize  the  care,  the  people  who  manage  the 
care,  and  the  people  who  review  the  care  to  make  sure  its  appro- 
priaic." 

Si.x  months  ago,  KMC  joined  the  year-old  North  Idaho  Ph\si- 
cinns  Association  In  conducting  a  feasibility  study  to  review- 
options  lor  organizing  ihe  health  care  providers  within  the  live 
northern  couiuies  to  best  increase  efliciencv  and  reduce  medical- 
costs. 

"The  idea  is  ihal.  by  managing  ourselves,  we  can  provide  better 
care  and  be  more  efficient  cost-wise  for  the  community."  said  Dr. 
Mike  Dixon,  president  of  the  physicians  association  and  chairman 
ol  the  task  iorce  conducting  the  study 

See  PROGMOSIS  on  Page  12 


Pnoto  illuslrdtion  rv  FET£ 

Pending  reforms  make  future  of  health  care 
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uncertain 
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In  a  frantic  effort  to  predict  the  direction 
the  federal  government  will  take  on  the 
health  care  issue,  insurance  companies  are 
scrambling  to  tailor  their  plans  to  fit  their 
best  guesses,  and  creating  more  paper- 
work for  hospitals  and  physicians  in  the 
process,  Dixon  said. 

"It's  creating  chaos  in  our  offices,"  he 
said. 

One  of  the  options  the  task  force  is  con- 
sidering is  forming  a  Physicians/Hospital 
Organization  (PHO),  in 
which  participating    doc-     aiHM^aHiMi 
tors  and  hospitals  would 
contract  with  insurance 
companies    to    provide 
health  care  coverage  to 
consumers.  Another  is  to 
form  a  Health  Manage- 
ment Organization  (HMO) 
-  either  independently  or 
as  a  joint  venture  with  a 
major  insurance  carrier  - 
in  which  local  health  care 

providers     would      put      

together  a  benefits  pack- 
age and  contract  directly 
with  individuals  and  employers. 

Dixon  stressed  the  study,  and  any  plan 
that  comes  from  it,  are  aimed  to  benefit 
everyone  in  North  Idaho,  not  just  health 
care  providers. 

"We're  not  just  circling  our  ov*t!  wagons 
for  our  own  protection,"  Dbcon  said. 

IN  the  meantime,  KMC  is  taking  its 
own  measures  to  reduce  costs  to  con- 
sumers. Morris  said.  They  include  a  sys- 
tem of  electronic  billing  to  help  reduce 
administrative  costs,  and  participation  in 
Voluntary  Hospitals  of  America,  an  alliance 
of  more  than  9.50  non-profit  hospitals 


FOCU&ONiH 


We  have  to 
charge  enough  to 
those  who  do  pay 
the  biUs  to  be  able 
to  provide  care  for 
those  who  don't." 

— Joe  Morris 


nationwide  that  serves  to  increase  mem- 
bers' purchasing  power  with  medical  sup- 
pliers. 

In  addition,  KMC  (along  with  hospitals 
throughout  Idaho's  five  northern  coun- 
ties) has  been  voluntarily  moving  into  a 
system  of  health  care  in  which  hospitals 
are  reimbursed  by  insurance  companies  at 
pre-determined  levels  based  on  the 
patient's  diagnosis,  rather  than  on  the 
actual  cost  of  treatment  performed.  KMC 
is  the  only  hospital  of  its  size  (100  or  more 
beds)  in  the  state  to  sign  such  a  contract 
with  Blue  Shield  of  Idaho. 
'The  incentives  under  a  capitated  sys- 
tem are  to  provide  preven- 
immi^asmmmm      tative  care  and  to  provide 
care  in  the  least-costly  set- 
ting, which  doesn't  exist 
under  our  current  pay- 
ment mechanisms,"  Mor- 
ris said.  "So  now,  for  the 
majority  of  our  patients,  it 
doesn't  matter  how  long 
the  patient  stays  in  the 
hospital,  or  how  much  lab 
work  we  do,  we  get  paid  a 
fixed  amount  based  on  the 

diagnosis." 

A  factor  working  against 
cost-cutting  efforts  is  the 
problem  of  collecting  charges  from  unin- 
sured patients  who  are  either  unwilling  or 
unable  to  pay 

"This  year,  we  will  provide  $5  million 
worth  of  care  for  which  we  are  not  reim- 
bursed," said  Morris,  who  oversees  a  bud- 
get of  about  S48.8  million  for  fiscal  year 
1994.  "It's  not  a  small  figure  and  we,  of 
course,  have  to  charge  enough  to  those 
(insured  patients)  who  do  pay  the  bills  to 
be  able  to  provide  care  for  those  who 
don't." 

A  1991  study  conducted  for  the  Idaho 
Hospital  Association  found  that  15.9  per- 
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AIIFH^ARE 


Joe  Morris 


cent  of  Idaho's  population 
(more  than  160,000  people) 
did  not  have  health  insur- 
ance. U.S.  Census  figures 
for  October  1990  listed  the 
national  average  at  13  per- 
cent. The  study  also  showed 
that  Region  I  (Boundary, 
Bonner,  Kootenai, 

Shoshone,  and  Benewah 
counties)  had  the  lowest 
percentage  of  fully  insured 
households  at  76  percent. 

Morris  attributes  the 
problem  to  the  area's  com- 
paratively higher  number  of 
both  seasonal  and  small 
businesses,  a  higher  unem- 
ployment rate,  and  fewer 
large  corj^orations. 

TO  make  matters 
worse.  46  percent  of  KiMC's 
patients  are  covered  by 
Medicare,  which  reimburs- 
es health  care  providers  in 
Idaho  at  comparatively  low- 
er rates  than  other  states, 
he  said.  Figures  compiled 
by  Blue  Cross  of  Oregon  list 
the  reimbursement  rate  per 
patient  to  a  hospital  in  rural 
Idaho  at  S3. 154.  compared 
to  S3,345  in  Oregon  and  S3.391  in  Wash- 
ington. 

Changes  in  the  patient  population  have 
resulted  in  adjustments  in  how  KMC's 
resources  are  allocated.  Morris  added. 
Wliile  admissions  have  increased  35  per- 
cent since  1986.  the  average  length  of  each 
hospital  stav  has  seen  a  steadv  decline, 
from  4.1  days  in  1991  to  3.2  in  1994 

"AVTiere  our  volume  has  outstripped  our 
facilities  has  been  on  the  outpalienl  sidi' 
where  we've  had  a  65  percent  growth, " 
Morris  said. 

To  accommodate  the  change.  KMC  is 
expanding  its  emergency  room  area  and 
tnpling  the  size  of  its  short-stay  facility. 

One  of  Morris'  concerns  about  reform 
under  the  Clinton  plan  is  the  potential  for  a 
global  budget,  under  which  health  cart' 
dollars  would  be  distributed  according  in 
demonstrated  need. 

'There's  the  potential  of  being  penalized 
lor  keeping  your  costs  down,"  he  said. 
"Those  who  are  incfilcient  and  high-cosi 
will  get  a  larger  allocation  of  dollars,  lliat's 
a  risk  we  worry  about,  but  we've  come  to 
ihi'  conclusion  that,  in  the  long  run.  wt'Vt 
still  belter  off  to  keep  costs  down. ' 

.ANOTHER  key  to.  achieving  that. 
Morns  said,  is  developing  a  comprehen- 
sive medical  inlormation  network  thai 
rerluces  duplication  ol  services  by  linking 
hospitals  and  ph\'sicians  throughout  tii-.- 


tlve  northern  counties. 

"In  the  next  several  years,  tying  together 
the  health  information  for  the  region  is 
going  to  be  a  considerable  effort,"  Morris 
said.  "Certainly  under  a  lot  of  the  health 
care  proposals,  one  of  the  keys  to  control- 
ling costs  is  to  not  duplicate  services." 

KMC  has  53  doctors  on  staff  whose 
offices  are  linked  to  the  hospital's  comput- 
er system.  On  Feb.  1.  Benewah  Communi- 
t>-  Hospital  in  St.  .Vlaries  became  the  lirsi 
hospital  in  the  five  northern  counties  to 
join  the  KMC  computer  network. 

With  a  portion  of  a  three-year,  S350.00i,i 
grant  from  Federal  Of  lice  of  Rural  Health. 
KMC  installed  a  teleradiography  system 
that  allows  doctors  and  hospitals  through- 
out North  Idaho  to  transmit  ultra-sound 
images  to  KMC 

KMC  has  applied  lor  a  grant  from  the 
Rural  Electrification  Administration  thai 
wduld  enable  it  to.  among  other  thing--, 
iransniii  eductitional  programs  presented 
at  K.MC  and  North  Idaho  College  to  hospi- 
tals and  riirtil  high  schooi> 

"TechiKilogy  will  help  with  patient  cari . 
help  with  the  exchange  of  inl'ormatioii.' 
.Morris  said.  "(Vice  President  Al)  dorc 
talks  about  the  inlormation  highwav  ■  ami 
one  of  the  slops  has  to  be  tiie  hosi)ilal" 


-Hv  CHARLOITE  ROGERS 
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North  Idaho  Rural  Health  Consortium 

Background 

The  North  Idaho  Rural  Health  Consortium  (NIRHC)  was  created  in  1991  by  a 
Rural  Health  Outreach  Grant  program,  funded  by  the  Federal  Office  of  Rural 
Health.  Its  five  member  hospitals  are; 

Boundary  County  Community  Hospital,  Bonners  Ferry 
Bonner  General  Hospital,  Sandpoint 
Kootenai  Medical  Center,  Coeur  d'Alene 
Shoshone  Medical  Center,  Kellogg 
Benewah  Community  Hospital,  St.  Maries 

The  Board  of  Directors  are  the  administrators  from  each  hospital;  each  with  an 
equal  vote  on  all  grant  issues.  The  staff  consists  of  one  part-time  program  coordina- 
tor and  consultants  as  needed.  First  year  funding  was  $80,000,  second  year  was 
$165,000  and  third  year  is  $135,000  for  a  total  of  $380,000. 

Purpose  of  Consortium 

The  purpose  of  the  NIRHC  is  to  develop  a  regional  approach  to  the  provision  of 
essential  health  care  to  the  rural  population  of  northern  Idaho.  Specific  goals  in- 
clude: 

•  To  improve  the  economic  viability  and  service  capacity  of  northern  Idaho  hospitals 

•  To  establish  cooperative  ventures  between  facilities 

•  To  solve  common  problems  encountered  in  delivery  of  care 

•  To  target  at  risk  and  elderly  populations,  and  those  in  need  of  emergency  services 

•  To  provide  patient  care  as  close  to  home  as  possible,  and 

•  To  develop  joint  education  programs  for  managers,  staff  &  physicians 

Program  Development 

Five  teams  serve  as  the  framework  for  grant  programs.  They  include  Emergency 
Medical  Services,  Personnel,  Finance,  Medical  Records,  and  Education.  Team  mem- 
bership consists  of  the  respective  directors  from  each  hospital,  and  they  meet  quar- 
terly to  identify  common  problems  and  suggested  solutions  (resource  materials,  con- 
sultants, workshops,  etc.).  Their  requests  for  funding  go  to  the  board  of  directors, 
and  if  approved,  are  carried  out  by  the  program  coordinator. 

Program  Summaries 

The  NIRHC  has  been  involved  with  many  programs  and  projects  during  its  first 
two  years.  Several  significant  accomplishments  include: 

Lifeline — The  Lifeline  program  was  available  at  two  of  the  five  hospitals  prior  to 
the  formation  of  the  NIRHC.  Through  grant  funding,  LifeUne  units  were  purchased 
for  the  other  facilities  and  now  the  program  is  available  throughout  northern  Idaho. 
Training  for  the  new  program  directors  was  provided  by  the  program  director  at 
Kootenai  Medical  Center.  The  availability  of  this  emergency  service  is  very  impor- 
tant for  residents  of  rural  areas. 

Emergency  Training  Courses — One  of  the  EMS  team  goals  was  to  develop  a  net- 
work of  Advanced  Cardiac  Life  Support  (ACLS)  and  Trauma  Nurse  Core  Course 
(TNCC)  instructors  within  the  NIRHC,  so  the  outlying  hospitals  could  hold  their 
own  training  courses.  (They  had  previously  been  attending  courses  at  Kootenai  Med- 
ical Center.)  Through  a  series  of  carefully  planned  provider  and  instructor  classes 
funded  by  the  grant,  this  goal  has  been  acnieved  and  courses  are  now  being  held 
at  the  other  facilities. 

ALS  Training  Mannequin — In  conjunction  with  the  above  classes,  the  EMS  team 
recommended  purchase  of  an  Advanced  Life  Support  training  mannequin.  The  man- 
nequin is  the  only  one  of  its  kind  in  the  northern  Idaho/eastern  Washington  area, 
and  it  has  greatly  enhanced  the  quality  of  the  courses  ofTered. 

Idaho  Employers  Council — The  five  hospitals  have  a  joint  membership  in  the 
Idaho  Employers  Council  (lEC),  which  is  a  personnel/management  resource  group. 
This  membership  initially  provided  site  visits  and  reviews  of  the  hospital  employee 
handbooks,  as  well  as  assistance  with  revision  of  job  descriptions  to  comply  with  the 
Americans  with  DisabiUties  Act  requirements.  The  lEC  has  a  variety  of  consultants 
on  staff,  who  are  available  to  answer  human  resource,  management,  emplojrment, 
and  legal  questions  via  the  telephone,  or  provide  on-site  visits.  This  service  provides 
immediate  access  to  expert  advice  when  questions  arise  at  the  rural  hospitals. 

Continuous  Quality  Improvement  Programs — One  of  the  original  grant  objectives 
was  to  assist  in  the  training  of  NIRHC  hospital  personnel  in  the  area  of  continuous 
quality  improvement  (CQI).  We  have  been  able  to  provide  funding  for  introductory 
training,  resource  materials,  and  a  facilitator  workshop,  to  date.  Currently,  each  of 
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the  hospitals  are  at  a  different  stage  in  their  knowledge  and  use  of  CQI.  However, 
an  advantage  of  initiating  this  program  through  the  grant  for  the  smaller  facilities 
is  1)  everyone  in  the  NIRHC  is  using  the  "same  language"  and  materials,  and  2) 
as  Kootenai's  program  grows,  they  are  able  to  provide  assistance  to  the  other  facili- 
ties. 

HSTN  Satellite  Programming — Three  years  ago,  only  the  two  largest  hospitals 
had  access  to  the  satellite  network,  and  then  only  to  limited  programming.  Follow- 
ing an  education  team  suggestions,  a  joint,  three  year  membership  in  HSTN  was 
negotiated.  This  included  purchase  and  installation  of  satellite  equipment  at  the 
three  smaller  facilities,  as  well  as  full  programming  access  for  all  five.  Now  each 
hospital  is  able  to  provide  educational  programs  for  all  members  of  their  staff,  plus 
create  a  video  tape  library  at  their  hospital.  Of  all  our  projects,  HSTN  provides  the 
most  "reach"  to  the  greatest  number  of  health  care  providers  in  northern  Idaho. 

Teleradioloqy — The  creation  of  a  teleradiology  network  between  the  five  NIRHC 
hospitals  has  been  the  major  financial  commitment  of  the  grant  ($165,000). 
Teleradiology  allows  x-ray,  ultrasound  and  CT  images  to  be  sent  over  telephone 
lines  (from  a  hospital  with  no  radiologist  on  staff),  with  no  loss  of  quality  of  images, 
and  read  at  another  facility  (with  a  radiologist  on  staff).  The  systern:  1)  allows  time- 
ly diagnosis  without  transferring  patient,  2)  allows  establishment  of  Ultrasound  and 
CT  services  for  hospitals  without  full-time  radiologists,  and  3)  facilitates  commu- 
nication of  patient  information  between  hospitals.  Optical  disk  archiving  and  re- 
trieval of  images  are  possible  additions  to  the  system  in  the  future.  The 
teleradiology  network  had  been  a  complicated  project;  however,  it  will  provide  a  val- 
uable service  to  the  rural  population  of  northern  Idaho. 

Additional  Outcomes  and  Future  Projects 

As  the  northern  Idaho  "network"  continues  to  grow,  a  number  of  unexpected  out- 
comes have  resulted. 

Administrators — The  five  CEOs  have  developed  an  impressive  level  of  trust  as  a  re- 
sult of  their  work  together  on  the  consortium  board.  They  have  gone  far  beyond 
grant  related  issues  to  discuss  local.  State,  national  health  care  issues.  The  board 
is  definitely  thinking  in  terms  of  "care  in  northern  Idaho"  rather  than  just  within 
their  service  area. 
Additional  Groups  are  Meeting — In  addition  to  the  original  five  teams,  other  (non- 
grant  funded)  groups  have  begun  to  meet.  The  directors  of  nursing,  lab,  radiology, 
purchasing,  quality  improvement,  and  business  offices  have  each  met  with  their 
peers.  In  addition,  the  five  hospitals  boards  met  for  board  education,  and  physi- 
cians from  the  five  medical  staffs  met  to  discuss  CME  opportunities. 
Hospitals — The  five  hospitals  now  have  more  in  common  than  prior  to  the  grant. 
They  all  belong  to  Voluntary  Hospitals  of  America  (VHA);  are  looking  at  a  com- 
mon data  processing  system;  have  entered  into  an  Interagency  Agreement  creat- 
ing a  legal  "entity"  which  greatly  facilitates  the  application  of  future  joint  grants; 
and  most  recently,  discussions  are  being  held  regarding  the  feasibility  of  county- 
wide  and/or  consortium-wide  community  health  plans  with  participation  by  the 
five  hospiteds  and  five  medical  staffs. 

Summary 

Development  of  the  consortium  has  been  a  win/win  situation:  Hospitals  have  re- 
ceived equipment,  resources,  and  training  they  otherwise  couldn't  have  afforded. 
Perhaps  a  more  important  outcome  is  the  networking  and  teamwork  created  be- 
tween counterparts  at  the  five  hospitals,  the  level  of  trust  created,  and  the  realiza- 
tion that  the  rural  hospitals  are  not  alone  in  the  challenges  they  face.  The  future 
looks  bright  for  the  North  Idaho  Rural  Health  Consortium;  the  member  hospitals 
anticipate  continuation  of  the  project  after  year  three  of  Federal  funding  and  are 
looking  for  opportunities  to  continue  to  work  together  to  improve  the  quality  of 
health  care  in  northern  Idaho. 

North  Idaho  Rural  Health  Consortium 

JANUARY  1994 

Programs  /Projects  /Accomplishments 

•  Creation  of  North  Idaho  Rural  Health  Consortium  (NIRHC),  an  informal  health 
care  network  in  the  five  northern  counties,  through  Rural  Health  Outreach  Grant 
funding  (Fall  1991) 

•  Spring  1993 — five  hospital  districts  sign  interagency  agreement,  creating  a  legal 
entity  of  the  consortium 

•  "Peer  network"  created  between  hospitals  (1991-present) 
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•  Lifeline  program  now  available  in  all  five  counties  (Spring  1992) — previously  only 
in  Kootenai  and  Shoshone 

•  Health  and  Sciences  Television  Network  (HSTN)  Satellite  programming  available 
at  all  five  hospitals  (Spring  1992) — was  only  at  Kootenai  and  Bonner 

•  Emergency  nurses  training  classes  provided  for  nurses  throughout  the  NIRHC: 
Advanced  Cardiac  Life  Support  (ACLS),  Trauma  Nurse  Core  Course  (TNCC),  and 
Emergency  Nurse  Pediatrics  Covu-se  (ENPC).  Providers  and  instructor  training 
(Fall  1991-present) 

•  Advanced  Life  Support  Training  Mannequin  (AL)  purchased  for  use  by  all  the 
hospitals  for  EMS  courses  (Fall  1992) 

•  Continuous  Quality  Improvement  training  provided — resources,  speakers,  work- 
shops held  (continuing) 

•  Teleradiology — up  and  running  at  all  five  facilities 

•  Joint  Boards  of  Directors  meetings  held  (1993) 

•  Joint  continuing  medical  education  programs  discussed/held 

•  Discussing  common  computer  network  svstem 

•  Joint  grant  applications  oeing  submitted 

•  MicroMedix  emergency  protocols  program  available  via  the  computer  at  all  five 
hospitals 

•  All  members  of  Voluntary  Hospitals  of  America  (VHA) 

•  Joint  involvement  by  all  five  Hospitals  and  medical  staffs  to  study  and  evaluate 
health  care  "climate"  in  northern  counties;  decision  to  be  made  Spring  1994 
whether  to  form  PHO 

Joint  Consortium  Grants — Awarded  and  Pending 

JANUARY  1994 

Awarded: 

1.  Rural  Health  Outreach  Grant  (Fall  1991) 

•  Through  Federal  Department  of  Health  &  Human  Services 

•  One  of  100  similar  grants  awarded 

•  Three  year  grant 

•  Created  North  Idaho  Rural  Health  Consortium 

2.  State  of  Idaho  Mammography  Program  Grant  (July  1993) 

•  Through  Idaho  Department  of  Health  &  Welfare 

•  One  year  grant  '"" 

•  Provides  funding  for  217  mammograms  to  be  offered  to  women  in  the  five  north- 

em  counties  who:  1)  are  over  40  year  old,  2)  have  never  had  a  mammogram, 
and  3)  have  no  health  insurance  or  have  not  met  deductible 

3.  Internet  Grant  (October  1992) 

•  In  conjunction  with  the  University  of  Washington 

•  Allows  access  by  NIRHC  hospitals  to  the  Internet 

•  Eighteen  month  grant 

Pending  I  In  Process: 

1.  Rural  Electrification  Administration  Grant 

•  Three  year  grant 

•  Application   in   conjunction   with   NIC   and   high   schools   in   Bonners   Ferry, 

Sandpoint,  Kellogg,  and  St.  Maries 

•  $2.3  million  dollars  to  provide  interactive  video  between  the  five  hospitals  in 

year  one,  adding  NIC  and  the  high  schools  as  community  outreach  in  years 
two  and  three 

•  Dependant  on  high  speed  transmission  lines  network 

•  Decision  to  be  made  in  the  fall  of  1994 

2.  Robert  Wood  Johnson  Foundation  Grant 

•  Three  year  grant 

•  Includes  all  five  hospitals  and  medical  staffs 

•  "Physician-initiated   project  to  include  community  health  assessments  in  all  five 

counties  during  year  one;  then  a  two  year  program  designed  to  improve 
health  care  provided  to  area  uninsured,  underinsured  and  Medicaid  patients 

•  Decision  to  be  made  August  1994 

3.  Financial  Advocacy  Program  Grant 

•  Funding  through  Public  Welfare  Foundation 

•  One  year  grant  to  provide  equipment  and  training  to  establish  financial  advo- 

cacy program  at  all  five  hospitals 
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The  Chairman.  Thank  you  very  much,  Senator  Craig. 
Senator  Lugar. 

STATEMENT  OF  SENATOR  RICHARD  G.  LUGAR,  U.S.  SENATOR 

FROM  INDIANA 

Senator  LuGAR.  Thank  you  very  much,  Mr.  Chairman.  I  appre- 
ciate as  always  your  calHng  this  hearing  on  rural  health  care.  It 
is  important  that  the  committee  elevate  attention  to  the  health 
care  needs  of  rural  America,  especially  at  this  time  when  various 
House  and  Senate  committees  are  working  on  comprehensive 
health  care  legislation. 

I  also  want  to  welcome  our  witnesses  and  guests  here  today  and 
I  would  like  to  personally  welcome  a  witness  from  my  home  State, 
Lynn  Clothier,  President  of  the  Indiana  Health  Centers.  Ms.  Cloth- 
ier serves  on  the  Board  of  the  National  Association  of  Community 
Health  Centers  and  has  previously  testified  before  the  House  En- 
ergy and  Commerce  Subcommittee  on  Health.  I  think  we  all  agree 
that  community  health  care  centers  are  an  important  part  of  the 
solution  to  access  to  health  care. 

As  Mayor  of  Indianapolis,  I  helped  to  start  a  network  of  commu- 
nity health  centers  over  20  years  ago  which  have  expanded  their 
compassionate  outreach  to  100,000  citizens  of  our  city. 

Truly  there  are  special  needs  in  rural  America.  One  of  the  most 
crucial  is  the  lack  of  primary  care  physicians  in  many  parts  of  our 
country.  Many  rural  States,  including  my  own,  have  entire  counties 
designated  by  the  Department  of  Health  and  Human  Services  as 
medically  underserved. 

Unfortunately,  some  physicians  have  chosen  not  to  practice  in 
rural  areas  due  to  long  hours,  pay  differences  compared  to  urban 
practice  and  lack  of  peer  support  on  occasions,  and  opportunities 
for  continuing  education.  In  my  own  State,  I  would  like  to  mention 
a  program  that  attempts  to  rectify  this  problem.  In  1991,  the  Indi- 
ana University  Medical  School  started  to  require  all  third  year 
medical  students  to  spend  a  one-month  internship  in  family  medi- 
cine. Most  of  these  students  did  an  internship  in  rural  parts  of  In- 
diana. Prior  to  this  internship  program,  only  10  percent  of  medical 
students  were  choosing  to  practice  in  family  medicine  in  our  State. 
Now  almost  one-fourth  of  all  medical  students  are  choosing  family 
medicine.  And  I  applaud  this  initiative  of  the  Indiana  University 
School  of  Medicine. 

Another  area  that  needs  to  be  addressed  and  reformed,  is  a  medi- 
cal malpractice  system  that  tends  to  disadvantage  medical  prac- 
tices in  rural  areas,  and  perhaps  elsewhere  in  America.  In  many 
parts  of  the  country  many  family  physicians  have  chosen  not  to  de- 
liver babies  because  of  the  added  cost  of  their  malpractice  pre- 
miums. I  believe  Congress  should  consider  Indiana's  medical  mal- 
practice system  as  a  possible  example  to  emulate.  For  almost  20 
years,  our  system  has  operated  with  reforms  such  as  reasonable 
caps  on  attorney  fees  and  allowing  an  administrative  panel  of  ex- 
perts to  throw  out  frivolous  claims.  Doctors  in  Indiana  pay  some  of 
the  lowest  malpractice  premiums  in  the  country. 

Again,  I  want  to  commend  the  Chairman  for  bringing  attention 
to  these  important  issues.  I  thank  the  witnesses  in  advance  for 
their  participation. 
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The  Chairman.  Thank  you  very  much.  Senator  Conrad. 

STATEMENT  OF  SENATOR  KENT  CONRAD,  U.S.  SENATOR 

FROM  NORTH  DAKOTA 

Senator  Conrad.  Thank  you,  Mr.  Chairman.  I  too  want  to  thank 
you  for  holding  this  hearing.  It  could  not  have  come  at  a  better 
time  because  the  Finance  Committee  is  about  to  start  its  delibera- 
tions and  of  course  the  Labor  Committee  is  about  to  complete  its 
deliberations. 

Let  me  just  say  that  while  there  are,  I  believe,  significant 
changes  that  need  to  be  made  in  the  Clinton  plan,  there  are  sub- 
stantial benefits  for  rural  America  that  are  contained  in  what  the 
President  has  offered.  There  are  two  that  I  would  mention  that  I 
think  farmers  across  the  country  are  largely  unaware  of,  but  which 
are  of  significant  benefit  to  rural  America. 

The  first  is  that  farmers  are  treated  as  employers  and  as  a  result 
the  caps  apply,  the  caps  on  what  they  will  pay  for  premiums  ap- 
plied. That  means  that  most  farmers  will  see  a  significant  reduc- 
tion in  their  premiums  as  a  result  of  those  caps.  Second,  the  Presi- 
dent provides  100  percent  deductibility  for  those  premiums  instead 
of  the  25  percent  deductibility  that  currently  exists  for  self-em- 
ployed. So  those  are  two  significant  areas  of  benefit  for  farmers 
that  are  really  dramatic  and  I  hope  we  are  able  to  preserve  as  we 
move  through  the  process. 

Mr.  Chairman,  you  put  your  finger  right  on  it  when  you  talked 
about  access  being  the  problem.  I  can  say,  in  my  State  85  percent 
of  the  State  is  a  health  care  shortage  area  and  that  has  many  im- 
plications. We  have  had  some  dramatic  examples  in  recent  years  of 
what  it  means  to  have  health  care  available.  Many  of  you  may  re- 
call the  young  man  John  Thompson,  who  in  a  rural  community  had 
both  of  his  arms  taken  off  in  a  farm  implement.  And  he  walked 
through  his  home,  went  into  the  bathroom  and  stood  in  the  bathtub 
because  he  did  not  want  to  get  blood  on  his  mother's  carpeting. 
And  dialed  the  phone  with  a  pencil  in  his  mouth.  B^^ause  there 
was  medical,  professional  medical  care  close  by,  his  arms  were  able 
to  be  saved  and  reattached.  He  has  come  here  to  testify  before  com- 
mittees of  Congress. 

Mr.  Chairman,  we  cannot  allow  access  to  be  lost  in  the  rural 
parts  of  this  country  and  we  are  under  severe  pressure  in  the  rural 
parts  of  our  country.  I  can  just  say  we  have  got  in  my  State  48  hos- 
pitals— 35  of  them  have  under  $5  million  a  year  of  billings;  10  of 
those  35  are  losing  money  right  now.  We  cannot  stand  much  more 
pressure  on  those  hospitals  and  they  have  a  disproportionate  share 
of  Medicare-eligible  patients. 

Mr.  Chairman,  finally  I  just  introduced  the  bill  on  the  J-1  visa 
because  we  have  found  that  that  is  an  effective  way  of  getting  doc- 
tors into  some  of  our  rural  communities.  But  we  have  also  found 
it  extraordinarily  difficult  to  get  Federal  agencies  to  do  what  is  re- 
quired of  them  in  the  J-1  visa  process;  namely,  to  declare  a  need. 

In  fact,  recently  we  just  got  the  Coast  Guard  involved  in  a  case 
in  North  Dakota,  because  the  only  Federal  agency  that  we  could 
find  that  would  declare  a  need.  Mr.  Chairman,  when  you  have  got 
to  use  the  Coast  Guard  in  North  Dakota,  you  are  in  trouble. 

The  Chairman.  It  is  an  interesting  concept. 


22 

Senator  Conrad.  You  know  that  we  have  been  looking  for  Naval 
forces  in  my  State  for  some  time. 

The  Chairman.  That  is  about  the  only  thing  that  you  have  not 
been  able  to  bring  out  there.  [Laughter.] 

Senator  Conrad.  We  are  working  on  submarines  now,  Mr.  Chair- 
man. I  just  say  to  you  that  I  would  urge  my  colleagues  to  look  at 
this  J-1  visa  legislation.  What  we  do  is  allow  the  States  to  get  into 
the  act  to  determine  if  there  is  a  need  and  a  designated  need,  in- 
stead of  just  relying  on  Federal  agencies.  So  again,  Mr.  Chairman, 
I  thank  you  for  calling  this  hearing. 

The  Chairman.  Thank  you  very  much.  Senator  Kerrey. 

STATEMENT  OF  SENATOR  J.  ROBERT  KERREY,  U.S.  SENATOR 

FROM  NEBRASKA 

Senator  Kerrey.  Mr.  Chairman,  I  would  just  ask  that  an  open- 
ing statement  that  I  prepared  be  included  in  the  record. 

The  Chairman.  Yes. 

Senator  Kerrey.  I  would  make  one  sort  of  welcoming  statement 
both  to  Dr.  Mueller  and  Dr.  Cordes  from  the  University  of 
Nebraska  and  to  applaud  RUPRI  for,  in  relatively  short  time,  be- 
coming a  player  in  many  areas  of  rural  America  today  helping  pol- 
icy makers  such  as  ourselves,  in  rural  health  care  in  this  instance, 
but  in  other  issues  as  well,  make  informed  and  hopefully  enlight- 
ened decisions. 

The  problem  of  access  has  already  been  addressed  by  other  mem- 
bers. In  my  judgment  the  problem  of  access  in  rural  America  is 
driven  by  a  number  of  things.  One  is  incomes  tend  to  be  somewhat 
lower.  And  as  a  consequence  of  lower  incomes,  that  means  it  is 
likely  that  we  are  going  to  be  able  to  afford  less.  That  is  reinforced 
and  made  worse  in  my  judgment  by  the  payment  system  of  the 
Medicare  program  which  reimburses  rural  areas  at  a  much  lower 
rate.  As  a  consequence  of  operating  efficiently  in  1983,  we  got  a 
mark  that  is  lower,  and  in  effect  we  are,  with  the  Government  pro- 
gram, penalizing  efficiencies  and  in  some  ways  providing  an  incen- 
tive to  depopulate  rural  America  of  practitioners. 

Second,  it  is  difficult  to  keep  a  skill  level  up  in  a  lower  popu- 
lation area  if  your  specialty  requires  a  certain  number  of  proce- 
dures for  skills.  And  we  are  seeing  that  a  lot.  It  is  difficult  to  get 
orthopedic  surgeons,  hematologists,  oncologists,  all  the  other  sorts 
of  specialists,  and  thus  what  we  are  needing  to  do  is  to  develop  hub 
and  spoke  systems  that  enable  us  to  get  the  specialists  into  rural 
America. 

Last,  Mr.  Chairman,  it  seems  to  me  that  we  are  at  the  Federal 
level  going  to  have  to  look  for  ways  to  incent  State  solutions  to  the 
problem  of  developing  primary  care  specialists  to  go  into  rural 
America  in  the  first  place,  either  by  recruiting  in  rural  America 
when  one  is  putting  together  a  class  or  a  medical  school,  doing  resi- 
dency programs.  We  are  going  to  have  to  be  a  partner  with  States 
that  are  looking  for  ways  to  solve  the  problem.  I  do  not  believe  that 
we  are  going  to  be  able  to  solve  this  one  top  down,  but  we  can  be 
a  partner  with  States  that  are  trying  to  devise  strategies  to  deal 
with  lower  incomes,  more  widely  distributed  populations,  and  as  a 
consequence  of  those  things,  difficult  time  in  providing  access  to 
rural  America. 
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So  Mr.  Chairman,  I  appreciate  very  much  your  holding  this  hear- 
ing. Of  all  the  areas  of  health  care  that  are  of  interest  to  me,  this 
one  is  clearly  broken  and  needs  to  be  fixed.  We  are  on  the  edge, 
I  hope,  of  passing  comprehensive  health  care  reform  that  will,  if 
not  immediately,  relatively  soon,  get  us  to  universal  coverage  for 
all  Americans.  But  even  failing  that  this  year  which  I  hope  we  do 
not  fail,  there  is  an  urgent  need  to  address  the  problems  of  rural 
health  care.  There  is  broad  consensus.  Republican  and  Democratic 
alike,  that  there  is  a  problem.  And  my  hope,  Mr.  Chairman,  is  this 
hearing  will  enable  us  to  develop  some  momentum  to  make  sure 
that  in  1994,  we  help  our  rural  community  solve  this  problem. 

[The  prepared  statement  of  Senator  Kerrey  follows.] 

STATEMENT  OF  SENATOR  J.  ROBERT  KERREY 

The  committee  meets  this  afternoon  to  discuss  the  issue  of  rural  health  care. 

I  want  to  thank  Chairman  Leahy,  for  his  initiative  in  scheduling  the  hearing  this 
afternoon. 

I  also  want  to  thank,  the  witnesses  who  have  agreed  to  testify  today. 

I  am  especially  pleased  to  see  that  the  Rural  Health  Policy  Research  Institute  or 
RUPRI  is  represented  here  today  by  Dr.  Sam  Cordes  and  Dr.  Keith  Mueller,  both 
of  whom  are  from  my  home  State  of  Nebraska.  In  the  past,  I  have  worked  with  both 
Dr.  Cordes  and  Dr.  Mueller  and  I  have  found  them  to  be  particularly  knowledgeable 
and  insightful  on  rural  health  issues.  I  have  been  involved  with  RUPRI  since  its 
inception  and  appreciate  the  important  contributions  that  it  has  made  to  rural 
health.  I  am  impressed  that,  in  just  a  few  short  years,  RUPRI  has  gained  national 
recognition  for  its  work  on  rural  issues  such  as  health  care. 

The  current  situation  with  regard  to  American  health  care  requires  that  we  work 
to  contain  skyrocketing  costs.  The  challenge  is  to  find  solutions  that  control  costs 
and  ensure  quality.  In  addition,  we  must  move  toward  universal  coverage  so  that 
every  American  has  quality  health  care  which  enables  them  to  become  productive 
citizens. 

These,  however,  are  not  the  only  issues  that  must  be  addressed  by  health  care 
reform.  The  single  most  important  issue  facing  America  today  is  access.  Any  reform 
package  must  ensure  that  all  Americans  have  access  to  essential  and  emergency 
services  regardless  of  geographic  location.  Solutions  must  be  found  to  reverse  the 
current  trend  that  sees  the  number  of  providers  serving  rural  areas  decreasing.  In 
addition,  we  must  find  ways  to  increase  the  availability  of  appropriate  rural  health 
facilities.  We  must  also  find  ways  to  link  and  integrate  our  health  systems  so  that 
we  increase  the  use  of  technology  and  improve  the  quality  of  care.  Last,  we  must 
provide  leadership  to  ensure  that  the  rural  health  care  system  receives  its  fair  share 
of  Federal  resources. 

In  part,  it  is  my  concern  for  these  issues  that  led  me  to  co-sponsor  the  Health 
Equity  and  Access  Reform  Today  Act  or  HEART  Act,  introduced  by  Senator  Chafee. 
I  believe  that  the  HEART  Act  is  a  strong  bipartisan  bill  that  begins  to  effectively 
address  the  health  care  problems  in  rural  America. 

The  HEART  Act  seeks  to  improve  the  access  and  quality  of  primary  care  in  rural 
America  by  establishing  grant  programs  that  provide  resources  for  the  creation  and 
enhancement  of  community-based  and  federally  qualified  health  centers.  In  addi- 
tion, the  HEART  Act  seeks  to  improve  emergency  health  services  by  encouraging 
rural  emergency  access  care  hospitals,  and  by  providing  grants  for  transportation 
services  that  are  utilized  in  medical  emergencies.  The  Act  also  lays  the  groundwork 
for  future  innovation  and  improvement  by  providing  for  demonstration  projects  and 
studies  concerned  with  rural  health. 

As  we  consider  reforming  the  health  care  system  we  should  be  mindful  that  any 
solution  that  fails  to  solve  the  problems  of  rural  America  is  not  a  national  solution. 
I  hope  that  this  afternoon,  each  of  you  will  share  your  insights  and  suggestions  with 
us  so  that  we  may  gain  an  even  better  understanding  of  the  issues  and  possible  so- 
lutions for  improving  America's  rural  health  care  system. 

The  CHAIRMAN.  Thank  you  very  much.  Senator  Daschle,  who  was 
with  us  at  the  press  conference  with  RUPRI,  explaining  the  needs 
for  specialized  treatment  for  rural  health  care.  He  is  not  only  a  key 
member  of  this  committee  but  of  the  Finance  Committee,  too. 
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STATEMENT  OF  SENATOR  THOMAS  A.  DASCHLE,  U.S.  SENATOR 

FROM  SOUTH  DAKOTA 

Senator  Daschle.  Mr.  Chairman,  thank  you  for  holding  this 
hearing  and  for  your  excellent  leadership  in  bringing  us  together 
to  address  one  of  the  most  critical  problems  with  our  current 
health  care  system.  As  so  many  of  our  colleagues  have  indicated 
this  afternoon,  this  problem  is  very  real  but  often  underesti- 
mated— and  one  that  must  be  addressed  in  order  for  us  to  embrace 
health  reform  enthusiastically. 

I  am  told  that  up  to  25  percent  of  rural  doctors  will  retire  or  relo- 
cate within  the  next  5  years.  That  we  have  identified  over  2,000 
primary  care  shortages  areas  with  a  total  population  of  35  million 
Americans,  and  that  4,000  more  doctors  are  needed  to  satisfactorily 
serve  those  areas.  I  am  told  that  rural  areas  receive  42  percent 
fewer  health  care  dollars  per  capita  than  the  U.S.  average.  Clearly 
at  a  national  level,  we  have  a  fundamental  disparity,  and  the  only 
vehicle  we  have  this  year  to  address  this  disparity  in  an  adequate 
way,  the  only  real  opportunity  that  will  be  presented  to  us,  perhaps 
for  many  years,  is  health  reform  as  it  is  presented  to  this  commit- 
tee and  to  the  other  committees  of  the  Senate. 

In  South  Dakota,  we  have  16  counties  that  have  no  hospital  or 
medical  facility  whatsoever.  South  Dakota  ranks  47th  in  the  coun- 
try in  terms  of  the  physician  to  population  ratio  with  one  primary 
care  doctor  for  every  1,433  people.  Currently  we  have  40  openings 
in  our  State  for  family  doctors.  So  clearly  there  is  a  critical  short- 
age in  my  State  as  there  is  across  the  country. 

The  proposals  that  we  address  this  morning  have  received  sup- 
port from  my  colleagues  on  both  sides  of  the  aisle;  therefore,  I  am 
hopeful  that  we  can  use  this  opportunity  for  meaningful  reform  to 
address  many  of  the  shortcomings  that  we  see  in  rural  areas  today. 
I  cannot  prioritize  the  proposals  before  us  in  terms  of  importance, 
but  I  do  believe  that  the  programs  that  have  worked  well  in  the 
past  ought  to  be  expanded.  The  ECP  program,  for  example,  is  one 
of  the  best  £md  should  be  preserved  and  perhaps  enhanced. 

Telemedicine  and  related  technologies,  also  present  new  opportu- 
nities for  us  in  rural  America.  That,  too,  ought  to  be  something 
that  we  continue  to  build  upon  as  we  have  in  the  last  couple  of 
years.  And  certainly  the  National  Health  Service  Corps,  a  program 
that  has  worked  extremely  well  on  our  reservations  and  in  many 
parts  of  rural  America,  ought  to  be  expanded. 

This  hearing  will  enlighten  us  and  will  present  us  with  addi- 
tional opportunities  to  talk  through  what  I  hope  will  be  a  consen- 
sus position  of  Republicans  and  Democrats  on  the  rural  provisions 
for  health  reform.  Again,  thank  you  for  holding  the  hearing  and  I 
look  forward  to  the  testimony  from  our  witnesses. 

The  Chairman.  Thank  you  very  much.  With  that  we  will  hear 
from  our  witnesses.  Congresswoman  Long  has  been  held  up  with 
a  series  of  rollcall  votes  over  in  the  House.  Let  us  start  with  Dr. 
Boyer  from  Kingman,  KS;  David  Reynolds  from  St.  Johnsbury,  VT; 
and  Gale  Walker  from  Parkston,  South  Dakota.  As  we  know,  Dr. 
Boyer  was  in  rural  practice  for  28  years. 

David  Reynolds  has  been  an  unofficial  advisor  to  me  on  health 
care  matters  for  many  years,  I  might  say.  He  has  been  extremely 
helpful. 
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Mr.  Walker  is  the  Administrator  of  St.  Benedict  Health  Center 
in  Parkston,  SD.  I  traveled  to  South  Dakota  once  with,  in  fact,  I 
have  traveled  in  States  of  each  of  the  Senators  who  are  here  at  the 
table  at  one  time  or  another.  But  in  South  Dakota,  Senator 
Daschle,  said  we  are  going  just  a  little  bit  down  the  road  and  two 
and  a  half  hours  later,  we  arrived,  having  driven  at  a  fairly  rapid 
speed.  He  said,  I  told  you  just  a  little  way  down  the  road. 

Dr.  Boyer,  you  may  begin,  sir. 

STATEMENT  OF  ROBERT  E.  BOYER,  M.D.,  WICHITA,  KS 

Dr.  BOYER.  Chairman  Leahy  and  members  of  the  committee, 
thank  you  for  giving  me  the  opportunity  to  appear  and  talk  about 
rural  health.  My  name  is  Robert  Boyer.  I  am  a  physician.  Until  De- 
cember of  last  year,  I  was  a  rural  physician.  I  grew  up  in  Wichita, 
KS,  and  was  educated  in  Kansas.  I  spent  2  years  in  Fairbanks,  AK, 
with  the  United  States  Army.  After  that  I  selected  to  practice  in 
Kingman,  KS,  which  is  a  community  of  about  3,500  people.  It  is  a 
very  typical  rural,  agricultural-oriented  community  in  Kansas.  I 
think  the  only  two  things  that  are  different  about  it  is  we  do  have 
almost  indestructible  brick  streets  that  are  very  wide  and  we  are 
not  too  far  from  Wichita. 

When  I  went  to  Kingman,  I  joined  two  physicians  who  were  prac- 
ticing there.  These  gentlemen  were  outstanding  and  I  have  consid- 
ered them  role  models  for  me.  They  were  at  that  time  and  they  still 
are.  Unfortunately  for  me,  within  5  years  of  the  time  I  joined  them, 
they  both  left.  One  of  them  joined  the  State  Department  and  spent 
the  rest  of  his  practice  life  in  the  State  Department  and  retired. 
The  other  one  finally  left  and  went  to  the  University  of  Kansas  and 
joined  the  faculty  of  a  family  practice  residency  program.  He  re- 
tired from  that  and  has  moved  back  to  Kingman  and  lives  there 
but  is  not  active  in  medicine. 

Then  for  2  years,  I  practiced  by  myself.  During  that  time,  I  esti- 
mate that  I  was  up  at  night  on  an  average  of  three  nights  a  week 
for  2  years.  I  liken  it  to  days  in  high  school  playing  basketball 
when  you  just  see  how  many  wind  sprints  you  can  run.  I  am  a  fair- 
ly competitive  person  and  I  actually  found  some  pleasure  in  those 
2  years.  Although  realistically,  I  do  not  think  I  could  have  done  it 
too  much  longer.  Fortunately  our  community,  myself  and  others  got 
together  and  we  recruited  two  additional  physicians.  And  the  three 
of  us  then  practiced  together  up  until  1993.  One  of  those  doctors 
left  and  joined  an  alcohol  and  drug  treatment  facility  in  Wichita  in 
an  administrative  position.  The  other  physician  left  and  went  to 
Colorado  to  join  the  faculty  of  a  family  practice  residency  program 
there.  We  were  fortunate  to  be  able  to  recruit  one  additional  physi- 
cian. 

But  as  I  sat  there  after  28  years  of  practice,  I  think  the  scariest 
thing  for  a  rural  primary  care  physician  is  to  put  that  kind  of  time 
and  hours  and  commitment  into  a  community  and  then  see  every- 
body else  begin  to  leave  you.  That  is  the  scariest  thing  that  hap- 
pens because  throughout  all  of  my  practice  lifetime,  my  time  just 
expanded  and  expanded.  I  got  to  a  place  where  I  wanted  to  begin 
to  contract  my  hours  and  time  and  commitment  a  little  bit  and  I 
found  very  quickly  that  that  is  not  realistic  and  you  cannot  do  that. 
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Five  years  before  I  quit  last  December,  I  began  giving  thought 
to  how  I  could  do  that.  My  first  thought  was  that  I  would  reduce 
my  commitment  in  obstetrics  and  go  from  maybe  60  deliveries  a 
year  that  I  had  been  averaging  and  try  to  reduce  down  to  maybe 
15  or  20,  delivering  people  I  had  already  delivered  before  and  were 
considered  low  risk.  You  cannot  do  that  because  it  takes,  in  my  es- 
timation, 20  deliveries  to  pay  your  malpractice  premium.  So  at  a 
level  of  15  or  20,  it  made  no  economic  sense  for  me  to  do  that.  It 
seems  like  so  much  in  rural  primary  care.  You  have  to  make  a  deci- 
sion to  do  it  full  bore  or  not  at  all.  There  is  no  halfway  approach 
to  it. 

So  5  years  ago  I  began  to  consider  that  I  might  like  to  spend 
some  of  my  time  doing  something  else  and  I  made  it  known  to  my 
associates  and  hospital  people.  I  kind  of  put  my  antenna  up  and 
began  to  listen  for  options  that  might  come  along.  In  the  winter  of 
1992,  two  options  did  come.  I  was  offered  a  position  as  physician 
coordinator  for  rural  health  for  the  University  of  Kansas  School  of 
Medicine.  I  have  told  a  lot  of  people  I  think  it  is  the  best  part-time 
medical  job  in  the  State  because  no  one  else  has  ever  done  it.  No 
one  else  is  doing  it  and  no  one  really  knows  what  it  is  supposed 
to  be.  So  I  have  been  kind  of  figuring  that  out  as  I  go  and  having 
a  lot  of  fun  with  it. 

I  was  also  given  the  opportunity  to  be  medical  director  of  a  small 
HMO  in  Wichita.  When  I  quit  in  December  1993,  what  I  did  per- 
sonally was  reduce  my  work  hours  from  60  a  week  to  about  20  and 
I  am  making  more  money  than  I  did  as  a  practicing  physician. 
That  is  too  bad  that  I  almost  feel  guilty  about  that,  but  I  am  not 
going  to  change  it.  So  here  is  my  community  of  Kingman  again 
hurting  for  physicians.  In  the  28  years  I  was  there,  an  additional 
seven  physicians  came  and  went.  Most  of  them  did  not  stay  very 
long  because  they  were  not  appropriately  or  adequately  trained  for 
that  kind  of  work. 

I  would  like  to  say  that  I  think  that  being  a  rural  primary  care 
physician  is  the  toughest  medical  job  in  the  State  of  Kansas.  Per- 
haps it  is  elsewhere,  but  at  least  I  can  say  it  for  the  State  of  Kan- 
sas. This  is  a  group  of  physicians  who  are  extremely  dedicated  and 
very  skilled.  I  think  they  are  the  best  value  in  the  current  health 
care  system  and  practice  the  most  cost-efficient  medicine  in  the 
current  system.  The  biggest  problem  we  have  is  we  do  not  have 
enough  of  us.  And  a  lot  of  the  problems  in  retention  of  physicians 
in  rural  Kansas  relate  directly  to  the  fewer  numbers.  People  do  get 
burned  out  and  they  get  worn  out  and  they  get  tired  and  they  leave 
and  they  are  in  demand  for  other  things. 

So  I  hope  that  whatever  comes  out  of  health  care  reform,  what- 
ever we  can  do,  we  need  to  have  adequate  numbers  of  primary  care 
providers.  Thank  you  very  much  for  listening  and  I  will  be  happy 
to  answer  questions,  if  I  can. 

The  Chairman.  Thank  you  very  much,  Doctor.  When  you  spoke 
of  the  2  years,  the  kind  of  enjoyment,  I  could  not  help  but  think 
of  the  old  expression  about  banging  one's  head  against  the  wall  be- 
cause it  felt  so  good  when  you  stopped.  I  wonder  if  some  of  that 
came  in,  but  amounts  of  those  struck  with  your  experience  is  prob- 
ably very  typical  of  many  in  rural  practice  and  that  is  something 
that  has  to  be  addressed  today. 
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I  suspect  that  Mr.  Reynolds  is  probably  going  to  touch  on  just 
that  subject  because  he  and  I  have  had  many  discussions  of  what 
he  has  had  to  do  in  his  own  rural  part  of  Vermont.  David,  go  ahead 
please. 

STATEMENT  OF  DAVID  A.V.  REYNOLDS,  EXECUTIVE  DIREC- 
TOR, NORTHERN  COUNTIES  HEALTH  CARE,  INC.,  ST. 
JOHNSBURY,  VT 

Mr.  Reynolds.  I  almost  feel  like  I  do  not  have  to  testify.  The 
statements  of  the  committee  members  themselves  made  were  so  el- 
oquent it  is  kind  of  like  preaching  to  the  choir.  But  that  is  not 
going  to  dissuade  me  anyway.  I  did  want  to  say  my  name  is  David 
Reynolds.  I  am  the  Executive  Director  of  Northern  Counties  Health 
Care  in  St.  Johnsbury,  Vermont,  and  I  do  thank  the  committee  and 
the  Chairman  for  the  opportunity  to  testify  today.  And  I  would  like 
to  give  an  outline  of  what  I  will  be  speaking  on. 

First,  I  would  like  to  give  you  a  bit  of  an  overview  of  Northern 
Counties  Health  Care  because  I  think  its  experience  relates  well  to 
what  is  typically  occurring  in  rural  America.  And  I  would  like  to 
discuss  briefly,  although  you  seem  to  know  this  subject  matter  well, 
the  fragile  nature  of  rural  health  care  delivery,  the  gaps  that  exist, 
and  the  potential  threat  that  could  occur  to  that  existing  system 
through  managed  care.  And  then  following  that  a  discussion  on 
why  managed  care  and  rural  health  care  need  not  be  incapable. 
And  finally,  conclude  with  some  recommendations. 

Northern  Counties  Health  Care  is  a  nonprofit  community 
governed  corporation  providing  a  comprehensive  range  of  noninsti- 
tutional,  community-based,  health  services  in  three  counties  of  Ver- 
mont known  picturesquely  as  the  Northeast  Kingdom.  Our  four 
community  health  centers  and  our  Medicare  certified  home  care 
and  hospice  program  have  made  available  affordable,  accessible 
health  care  services  for  26  years  to  approximately  30,000  residents 
in  our  areas.  That  we  are  rural,  there  can  be  no  doubt.  No  commu- 
nity in  the  Northeast  Kingdom  is  larger  than  7,500  in  population 
in  a  2,000  square  mile  area. 

We  are  the  only  provider  and  the  sole  source  of  physician  care 
in  our  service  area's  towns.  Indeed  in  Essex  County  which  has  ap- 
proximately 7,000  residents,  our  two  physicians  and  our  one  den- 
tist, are  the  only  such  providers  in  the  whole  county.  Despite  its 
quaint  name,  the  problems  of  the  Northeast  Kingdom  are  great.  I 
am  not  going  to  bore  you  with  a  bunch  of  statistics.  I  will  suffice 
it  to  say  that  the  Northeast  Kingdom  ranks  at  or  near  the  bottom 
in  every  major  socioeconomic  status  measure  when  compared  to  the 
rest  of  the  State.  If  you  add  to  this  a  severe  winter  climate  of  long 
duration,  you  get  a  picture  of  what  the  problem  is.  Snowfall  occurs 
in  northeastern  Vermont  7  months  of  the  year,  except  this  year  it 
was  8  months.  I  could  go  on,  but  I  think  the  picture  that  emerges 
is  clear.  The  Northeast  Kingdom  is  a  tough  place  to  live  and  even 
tougher  place  to  recruit  and  retain  staff  to  provide  services. 

I  think  we  do  reasonably  well  in  that  effort  because  we  provide 
a  variety  of  professional  and  peer  and  management  support  to  the 
physicians  who  practice  with  us.  However,  when  physician  vacan- 
cies occur,  the  replacement  process  is  usually  long  and  costly.  We 
are  currently  entering  our  second  year  in  which  we  are  trying  to 
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replace  two  family  practitioners.  These  vacancies  have  left  one  site 
with  no  physician  services  and  the  potential  that  we  could  lose  the 
only  physician  practicing  at  another  site  if  we  do  not  find  him  a 
partner  soon.  Kind  of  reflective  of  Dr.  Boyer's  comments. 

I  say  though  that  overall  in  the  26  years,  we  have  been  able  to 
provide  a  fair  number  of  services  and  we  are  proud  of  what  we 
have  accomplished  and  believe  that  our  model  is  a  good  one  for 
other  rural  areas  to  emulate.  But  the  fact  is  that  even  with  such 
a  system,  our  ability  to  deliver  health  care  rests  on  a  very  fragile 
base.  And  I  think  only  serves  to  emphasize  the  rural  health  care 
delivery  problems  in  less  organized  places  and  in  places  less  ap- 
pealing than  northeastern  Vermont. 

This  brings  me  to  the  substance  of  my  testimony.  My  concern  is 
that  as  health  care  reform  moves  ahead,  particularly  toward  man- 
aged care,  it  may  be  detrimental  to  the  existing  fragile  rural  health 
system.  As  I  will  document,  the  delicate  fabric  which  is  rural 
health  care  delivery,  already  has  far  too  many  holes.  I  fear  that 
under  a  national  managed  care  system,  this  fabric  could  unravel  al- 
together without  the  presence  of  adequate  safeguards  and  opportu- 
nities or  investment  in  resource  development. 

First  let  us  look  at  the  holes  that  exist.  According  to  a  special 
report  by  the  National  Association  of  Community  Health  Centers 
(Lives  in  the  Balance),  2,147  counties — that  is  70  percent  of  all  the 
counties  in  America — are  in  whole  or  in  part  medically  under- 
served.  This  means  that  there  are  no,  or  at  best,  inadequate  pri- 
mary care  resources  to  provide  access  to  the  population  who  live  in 
these  underserved  areas.  Of  the  total  of  these  counties  classified  as 
underserved,  1,586 — that  is  74  percent  of  those  counties — are  in 
non-metropolitan  areas. 

I  believe  that  health  care  will  be  seriously  flawed  if  this  major 
access  problem  is  ignored  and  I  think  you  have  all  commented  on 
that.  Coverage  will  not  translate  into  access  to  care  if  those  covered 
live  in  areas  where  there  are  no  services.  In  such  circumstances, 
coverage  in  and  of  itself  accomplishes  little.  In  addition  to  the  holes 
in  rural  health  care  delivery,  how  might  health  care  reform  unravel 
this  fabric  that  does  exist  now?  A  key  aspect  of  managed  care  is 
incompatible  to  the  health  care  delivery  in  underserved  areas. 

Let  me  give  a  brief  overview  of  my  understanding  of  how  man- 
aged care  works.  And  I  am  willing  to  be  educated  if  this  is  not  ac- 
curate, but  I  believe  it  is.  Managed  care  entities  typically  offer  pri- 
mary care  practitioners  capitation  payments  in  which  part  of  the 
payment  is  withheld  to  fund  referral  pools  for  their  patients,  hos- 
pital, and  specialty  care. 

To  the  extent  that  acting  as  a  gatekeeper,  the  primary  care  phy- 
sician is  able  to  manage  members'  care  and  minimize  hospital  and 
specialty  care  use.  The  physician  receives  any  funds  remaining  in 
the  pools  at  the  end  of  the  year.  If  the  cost  of  hospital  and  specialty 
care  exceeds  the  amount  available  in  the  pools,  the  physician  must 
repay  part  of  the  capitation  payment  received  up  to  some  stop  loss 
limits.  Thus,  the  physician  assumes  risk  and  must  manage  patients 
while  seeking  out  lower  cost  hospitals  or  specialists  who  practice  a 
less  intensive  and  invasive-type  style  of  care. 

While  this  system  may  work  well,  as  one  of  you  has  commented, 
in  situations  where  the  primary  care  physician  has  a  relatively 
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healthy  patient  panel  and  several  hospitals  and  a  wide  choice  of 
specialists  from  which  to  choose,  this  is  clearly  not  the  case  in  rural 
America.  And  certainly  not  in  the  underserved  areas  which  I  de- 
scribed earlier. 

Given  a  less  healthy  and,  yes,  older  population,  according  to  Cen- 
sus reports,  and  with  fewer  referral  opportunities  and  resources  in 
rural  areas,  participation  in  managed  care  arrangements  will  in- 
crease the  stress  in  already  overburdened  rural  primary  care  physi- 
cians. They  have  little  or  no  choice  in  terms  of  which  hospital  or 
specialist  they  refer  to,  yet  their  income  to  a  large  extent  will  be 
dependent  on  the  performance  of  these  other  providers.  Since  capi- 
tation rates  are  currently  based  on  gross  age,  sex  characteristics, 
these  are  not  fine-tuned  enough  to  provide  reasonable  rates  based 
on  rural  provider  smaller  practice  profiles  and  broader  case  mix. 

For  instance,  I  indicated  that  in  the  Northeast  Kingdom,  in  my 
written  testimony,  that  we  have  high  rates  of  teenage  pregnancy, 
yet  the  capitation  rate  for  adolescents  are  generally  the  lowest  of 
any  age  groups,  since  they  are  usually  low  utilizers  of  care.  This 
has  certainly  not  been  our  experience  and  we  would  be  at  consider- 
able financial  risk  because  of  the  nature  of  our  teen  population. 

It  is  difficult  enough  to  interest  and  sustain  doctors  in  rural 
practice.  I  believe  that  fewer  physicians  will  locate  or  remain  in 
rural  areas  under  a  managed  care  arrangement  which  creates  a  po- 
tential, ethical  conflict  in  a  payment  system  that  calls  on  a  doctor 
to  choose  between  acting  as  the  patient's  agent  versus  some  level 
of  self  interest. 

The  Chairman.  Are  you  also  finding  a  situation  where  it  is  dif- 
ficult getting  medical  schools  to  train  or  even  direct  people  to  rural 
areas? 

Mr.  Reynolds.  Yes,  I  think  the  latest  indication  is  that  some- 
thing like  14.3  percent  of  medical  students  are  choosing  primary 
care  residencies.  That  is  one  of  the  lowest  rates  in  recent  years. 

The  Chairman.  Why  is  this? 

Mr.  Reynolds.  Because  of  the  cost  of  medical  education.  Because 
many  medical  students  now  are  leaving  their  educational  programs 
with  massive  debts,  and  to  practice  in  a  rural  area  or  in  a  primary 
care  specialty  which  is  lower  reimbursed  is  not  going  to  make  you 
able  to  pay  off  those  debts. 

The  Chairman.  One  of  the  major  things  we  have  to  do  is  figure 
out  some  way  to  bring  those  costs  down  for  somebody  who  wants 
primary  care.  I  am  not  suggesting  that  is  going  to  be  the  only  moti- 
vation. If  somebody  has  made  up  their  mind  all  their  life  they  want 
to  be  a  cardiologist,  that  is  one  thing.  But  are  you  suggesting  that 
with  many  the  choice  has  to  be  made  primarily  on  economics? 

Mr.  Reynolds.  I  think  that  is  certainly  a  guiding  factor  for  many 
practitioners,  but  there  has  to  be  support  systems  in  place.  You 
cannot  expect,  even  with  some  of  the  incentives  I  heard  of  for  en- 
couraging physicians  to  practice  there,  unless  you  can  provide  them 
with  professional  and  management  support  systems  that  make  it 
possible  and  link  them  to  other  providers  through  networks.  And 
I  am  pleased  to  see  that  one  of  the  recommendations  is  to  form 
rural  networks.  It  is  not  going  to  be  realistic  even  with  those  eco- 
nomic incentives  to  keep  physicians  in  those  practices  without 
other  supports. 
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The  Chairman.  Mr.  Walker,  you  have  as  rural  an  area  as,  when 
we  talk  about  rural  is  rural,  I  am  not  sure  just  what  the  population 
per  square  mile  is  in  South  Dakota.  We  looked  up  in  Vermont.  I 
should  have  known  that  is  59  people  per  square  mile  in  Vermont; 
1,000  in  New  Jersey;  was  it  five  or  six  in  Montana?  So  it  is  prob- 
ably 10  or  so  at  best  in  South  Dakota. 

Please  go  ahead,  sir. 

STATEMENT  OF  GALE  N.  WALKER,  ADMINISTRATOR,  ST. 
BENEDICT  HEALTH  CENTER,  PARKSTON,  SD 

Mr.  Walker.  Thank  you,  Mr.  Chairman.  My  name  is  Gale  Walk- 
er and  I  am  currently  the  Administrator  of  St.  Benedict  Health 
Center  of  Parkston,  South  Dakota.  St.  Benedict  Health  Center  is 
a  Catholic,  Benedictine-sponsored  facility.  Benedictine  sisters  have 
had  a  history  of  sponsoring  health  care  facilities  in  rural  America 
for  over  100  years. 

I  am  here  today  at  the  request  of  our  Honorable  Senator  Tom 
Daschle  to  give  you  some  highlights  on  some  of  the  problems  as  we 
perceive  them  in  South  Dakota  and  in  Parkston.  And  you  have 
heard  this  several  times  already  today.  One  of  the  largest  concerns 
that  I  see  for  rural  America  is  that  it  is  finding,  recruiting,  retain- 
ing family  practice  doctors,  family  practice  nurse  practitioners  and 
physician  assistants.  This  I  believe  for  rural  America  is  the  first 
and  foremost  major  concern.  I  personally  devote  about  15  to  20  per- 
cent of  my  time  at  St.  Benedict  Health  Center  attempting  to  recruit 
and  retain  family  practice  doctors,  nurse  practitioners,  and  physi- 
cian assistants. 

In  the  definition  of  rural  here,  and  it  has  been  defined  several 
times  already,  is  very  small.  Our  community  is  about  1,500  people, 
if  you  count  all  the  people  and  sometimes  a  couple  of  the  dogs  to 
get  the  1,500.  And  we  have  approximately  8,500  citizens  in  our 
county,  so  we  are  fairly  rural. 

As  we  see  the  move  through  the  health  care  reform  discussions, 
it  becomes  very  apparent  for  the  need  to  set  up  primary  care  physi- 
cians, specifically  family  practice  physicians  as  the  gatekeeper  for 
our  new  health  care  system.  This  creates  the  need  to  have  primary 
care  physicians  on  line  to  perform  the  preventive  health  care  serv- 
ices and  to  make  up  appropriate  referrals  to  the  specialists.  We  are 
now  faced  with  the  even  more  difficult  recruitment  process  as  all 
of  the  larger  institutions  and  organizations  are  focusing  recruit- 
ment on  primary  care,  family  practice  physicians,  so  that  they  will 
be  able  to  compete  in  the  formation  of  their  networks  in  the  man- 
aged care  environment.  This  is  going  to  only  further  compound  our 
problem  and  make  it  more  difficult. 

And  again,  you  have  heard  this  before.  Traditionally,  I  think  our 
medical  schools  have  been  educating  physicians  in  the  area  of  spe- 
cialty for  a  wide  variety  of  reasons.  This  narrows  the  pool  of  poten- 
tial candidates  for  rural  medicine.  Fortunately  in  South  Dakota, 
our  State  legislature  has  focused  our  medical  school  on  primary 
care  physicians,  but  even  so  we  need  to  reemphasize  family  prac- 
tice and  continue  to  educate  the  primary  care,  specifically  family 
practice  physicians  for  our  rural  area. 

I  think  we  need  some  tax  incentives  as  have  been  suggested  here 
for  them  and  we  need  some  tuition  assistance  for  both  the  nurse 
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practitioner,  the  physician  and  the  PA.  And  I  think  we  could  nar- 
row that  to  communities  of  probably  5,000  or  less.  That  would  be 
a  great  assistance  to  the  people  in  rural  America  I  think. 

One  of  the  other  major  problems  that  I  see  for  rural  America  is 
the  stabilization  of  the  infrastructure  of  our  communities.  By  infra- 
structure I  mean  the  family  farmer  or  rancher.  We  see  the  family 
farmers  and  ranchers  facing  ever  increasing  dilemmas  just  with 
the  increasing  cost  of  production  that  is  crippling  the  farm  and 
ranch  economy  with  flat  pricing  for  the  products  they  produce.  The 
only  way  the  family  farmer  or  rancher  has  a  chance  to  continue  to 
succeed  is  to  generally  increase  the  volume  of  production.  And 
when  they  do  that,  they  have  to  control  greater  pieces  of  property 
for  both  the  farmer  and  the  rancher  and  as  that  occurs,  rural  popu- 
lation continues  to  shrink  which  causes  greater  problems  for  rural 
communities  as  we  become  smaller.  With  less  people,  there  is  less 
ability  to  continue  to  provide  the  volume  and  level  of  services  nec- 
essary to  sustain  primary  health  care  centers. 

The  Government  I  think  can  be  of  assistance  in  this  area  if  pro- 
grams are  designed  which  encourage  small  rural  communities  to 
work  cooperatively  together.  The  Federal  and  State  governments 
should  adequately  fund  health  care  organizations  which  are  located 
in  communities  that  have  viable  health  care  centers  that  are  oper- 
ationally and  functionally  sound.  We  must  look  very  closely  before 
assisting  those  communities  with  health  care  centers  that  are  not 
viable,  and  there  are  a  few.  Communities  that  do  not  even  recog- 
nize that  themselves  at  this  point  in  time. 

I  have  seen  many  programs  in  the  past  focus  assistance  on  orga- 
nizations which  are  in  dire  straits  or  in  critical  phases  of  closure. 
We  rush  in  with  some  form  of  Federal  assistance,  prop  those  par- 
ticular organizations  up  for  another  short  period  of  time,  and  the 
organization  still  continues  to  falter  and  ultimately  closes  and  the 
organization  is  lost.  But  at  the  same  time,  we  have  additionally 
weakened  the  position  of  the  viable  health  care  center  which  has 
a  good  chance  of  long-term  survival.  A  better  alternative  would  be 
to  come  in  with  a  program  that  would  help  the  institutions  or  orga- 
nizations work  reasonably  close  together  in  some  geographic  areas. 

Additionally,  I  think  the  Federal  and  State  government  can  be 
looking  very  closely  to  reduce  some  of  the  anti-trust  barriers  block- 
ing some  of  the  consolidation  and  coordination  of  health  care  serv- 
ices. There  have  been  recent  incidents  where  attempts  to  consoli- 
date and  coordinate  health  care  services  have  been  stopped  by  Fed- 
eral anti-trust  laws.  I  think  we  need  to  look  at  them  very  closely. 

The  next  major  area  of  concern  for  small  rural  communities,  I  be- 
lieve is  that  of  Federal  mandates.  Back  in  1966  when  Medicare  was 
introduced,  it  was  a  very  good  program  at  the  time.  It  brought  ex- 
cellent health  benefits  to  the  Medicare  age  people,  but  because  of 
the  Americans'  appetite  for  health  care,  the  Medicare  program 
grew  at  such  leaps  and  bounds,  it  became  very  apparent  quickly  to 
the  Federal  Government,  that  it  underestimated  the  cost  and  the 
Americans'  appetite  for  health  care. 

There  had  to  be  measures  implemented  to  slow  the  growth  and 
there  have  been  a  variety  of  those  over  the  years.  Most  recently  the 
capitated  or  DRG  related  grouping  programs  that  capped  both  in- 
patient, lab  and  x-ray.  This  has  had  a  pretty  severe  impact  on  our 
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small  rural  communities.  For  your  information,  our  small  rural 
community  hospital,  which  has  several  other  services,  has  a  total 
operating  budget  of  about  $5.8  million.  Pretty  large  for  a  small  or- 
ganization, but  mere  budget  dust  for  the  large  places.  We  antici- 
pate contractual  adjustments  around  $1.1  million.  There  are  going 
to  be  shortfalls  in  our  inpatient  Medicare  payment  structure.  These 
shortfalls  are  coming  because  of  underpayment  in  Medicare  inpa- 
tient, outpatient,  lab  and  x-ray. 

They  have  just  reduced  the  payments  to  us  to  help  balance  the 
Federal  budget.  This  in  turn  makes  us  shift  those  costs  to  our  pri- 
vate pay  patients  and  is  causing  a  severe  financial  hardship  on  our 
private  paid  consumers.  Additional  major  concerns  that  we  have  is 
the  new  contractual  allowances  that  may  be  appearing  in  the 
health  care  reform.  They  are  talking  about  some  $74  billion  that 
may  be  included  to  help  implement  universal  coverage.  That  is 
going  to  be  of  severe  impact  on  us.  It  will  not  allow  us  to  continue 
to  operate  in  many  of  the  places  if  we  have  to  take  that  additional 
hit.  OBRA  in  1993  took  $24  billion  from  us  and  now  we  cannot 
handle  another  $74  billion. 

One  other  area  of  concern  that  rural  America  has  is  the  aging 
of  our  Medicare  or  the  aging  of  our  population.  We  are  getting 
more  and  more  Medicare  patients  in  our  areas  and  as  that  climbs, 
we  have  no  way  to  cost  shift  onto  the  private  pay  and  this  is  going 
to  really  create  a  severe  problem  for  our  rural  health  care  centers. 

In  rural  America  we  definitely  see  the  need  for  health  care  re- 
form and  support  the  concept  of  universal  coverage,  but  are  gravely 
concerned.  We  can  give  universal  coverage  to  all  Americans.  But  if 
we  give  the  universal  coverage  and  do  not  maintain  some  geo- 
graphical or  appropriate  entry  points  into  health  care,  universal 
coverage  will  have  little  benefit  to  rural,  underserved  health  care 
consumers.  Simply  put,  if  high  quality,  affordable  health  care  serv- 
ices are  not  available,  then  having  universal  coverage  will  have  lit- 
tle meaning.  Financing  is  an  extremely  important  issue  to  us.  Uni- 
versal programs  that  are  implemented  must  have  financial  incen- 
tives and  must  have  flexibility  built  into  it,  the  financing  mecha- 
nism to  take  care  of  the  specific  circumstances  of  rural  parts  of 
South  Dakota  and  America  to  guarantee  geographic  access  points. 

In  conclusion,  I  am  asking  you,  the  Agriculture  Committee,  to 
please  monitor  very  careful  the  health  care  reform  legislation  as  it 
moves  through  the  Senate  and  the  House  to  assure  that  rural 
needs  are  taken  into  consideration.  We  hope  that  the  American 
Congress  will  not  overpromise  health  care  services  which  was  done 
when  the  Medicare  program  was  implemented.  Additionally,  please 
monitor  the  legislation  so  that  exceptions  for  rural  areas'  unique 
concerns  and  needs  are  addressed  so  that  rural  community  health 
care  delivery  networks  and  systems  can  develop.  Without  your  as- 
sistance, I  am  fearful  that  rural  American  health  care  will  suffer. 

Thank  you. 

Senator  Conrad  [presiding].  Thank  you,  and  thank  all  the  mem- 
bers of  this  panel.  We  will  go  down  to  questioning.  Senator  Lugar. 

Senator  Lugar.  Thank  you,  Mr.  Chairman.  As  you  pointed  out, 
Mr.  Walker,  the  promise  that  universal  care  brings  is  that  a  physi- 
cian will  be  present  and  the  predicament  that  each  of  you  have 
been  discussing  in  one  form  or  another  is  how  to  make  more  cer- 
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tain  that  is  the  case.  I  am  intrigued  by  the  two  cross-hatches  of  the 
problem  that  Mr.  Reynolds  presented  and  you  presented  in  a  way. 
Specifically  in  the  HMO  archetype  Mr.  Reynolds  presented,  you 
have  a  situation  of  doctors  that  were  probably  hard  to  come  by  to 
begin  with.  In  other  words,  people  who  wanted  to  practice  medicine 
up  in  the  upper  Kingdom  as  you  described  it. 

The  Chairman.  Northeast  Kingdom. 

Senator  LUGAR.  In  any  event,  in  this  remarkable  area  that  my 
colleague  represents  so  well.  Those  physicians  went  up  there  and 
suddenly  they  are  in  an  HMO  in  which  if  things  do  not  work  right 
for  them  and  probably  given  the  population  of  the  universe  of  pa- 
tients you  are  talking  about  is  the  source  of  your  predicament  in 
an  HMO  of  100,000  people  or  a  larger  universe,  you  have  got  very 
few  people.  And  if  somehow  in  one  year,  the  costs  add  up  to  more 
than  came  in  the  door,  what  results  is  an  assessment  of  these  phy- 
sicians to  pick  up  the  tab,  when  they  were  already  disadvantaged 
in  a  sense,  through  idealism  or  service  or  what  have  you,  they  went 
there  to  begin  with.  So  you  have  really  double  jeopardy  created  and 
not  a  great  deal  of  thought  has  been  given  to  that. 

This  pretty  well  illustrates,  I  think,  why  when  we  all  started 
down  the  trail  of  comprehensive  medical  reform,  people  said  now 
listen,  what  works  in  an  HMO  in  Minneapolis  may  not  work  300 
miles  out  in  Minnesota.  Even  people  in  Minnesota  who  have  want- 
ed HMOs  said  that.  And  that  is  even  more  true  in  my  State  where 
fewer  than  10  percent  of  the  population  have  ever  been  involved  in 
an  HMO  experience,  so  as  a  result  this  is  an  alien  idea  to  begin 
with.  When  you  superimpose  the  problem  of  no  doctors  in  counties 
on  top  of  that,  you  have  double  jeopardy. 

You  pointed  out,  Mr.  Walker,  that  one  way  you  tried  to  solve  that 
is,  I  suppose,  offer  some  incentives.  In  Senator  Chafee's  bill,  for  ex- 
ample, and  there  may  be  others  that  deal  with  this,  but  I  am  ac- 
quainted at  least  with  one  clause  of  his  bill  that  actually  gets  down 
to  the  nitty  gritty.  He  suggests  $6,000  a  year  for  physician  assist- 
ants and  nurse  practitioners  and  $12,000  a  year  for  physicians  to 
serve  in  underserved  areas  for  a  period  of  up  to  5  yea^s.  Now 
whether  $6,000  or  $12,000  is  the  proper  sum  in  a  market  economy 
as  large  as  ours  or  diverse  as  this  country  is  open  to  question.  But 
nevertheless,  giving  credit  where  it  is  due,  Chafee  and  others  were 
trying  to  speak  to  this  problem.  There  is  probably  a  differential. 
There  is  some  point  on  a  continuum  of  supply  and  demand  that  is 
going  to  make  this  more  attractive. 

I  would  just  like  the  comment  of  any  of  the  panel  on  this  di- 
lemma. Should  we  be  thinking  in  terms  of  actual  payments  by  the 
Federal  Government  or  tax  code  changes  that  might  in  a  way,  if 
you  were  bright  enough  to  figure  the  proper  deductions  or  offsets, 
might  arrive  at  the  same  thing,  but  amounts  likewise  to  Federal 
money,  taxpayer  money?  Or  do  we  leave  it  alone  altogether  and  de- 
pend upon  the  idealism  which  has  already  been  very  great  by  many 
physicians  in  the  past?  Or  if  we  do  that,  do  we  leave  the  HMOs 
out  of  it  altogether  and  say  really  in  these  situations  there  has  got 
to  be  a  question  of  fee-for- service  and  that  kind  of  a  transaction  be- 
tween patient  and  physician?  Will  either  of  you  comment  on  this? 

Mr.  Reynolds.  I  think  that  in  some  rural  areas  tax  incentives 
will  work,  but  I  think  there  is  a  very  crucial  bottom  line  here.  Un- 
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less  you  meet  the  costs  of  providing  the  service  in  that  community, 
no  one  is  going  to  practice  there.  We  have  had  some  experience 
now  through  the  Rural  Health  Clinic  Program  and  through  the 
Federally  Qualified  Health  Center  Program  which  have  caps  and 
screens  and  limits  that  meet  the  costs  of  the  provision  of  services. 
That  guarantees  that  the  costs  of  providing  the  service  will  be  met. 
It  is  not  a  profit  motive  or  an  incentive  to  earn  more  than  what 
it  costs  to  practice.  If  you  can  do  that,  you  are  going  to  make  sure 
that  more  people  are  practicing  in  rural  areas.  There  are  threats 
to  rural  practice  because  of  risk  arrangements  I  talked  about.  And 
if  we  are  talking  about  just  a  fee-for-service  system,  we  already 
know  that  fee-for-service  has  not  met  the  needs  in  rural  areas. 

So  I  think  that  we  need  to  move,  particularly  in  medically  under- 
served  areas,  to  go  ahead  with  what  the  President  recommends  as 
essential  care  providers  and  a  number  of  bills  mention  that,  and 
assure  that  for  essential  care  providers  in  medically  underserved 
areas  that  the  cost  of  the  care  is  met,  the  cost  of  the 

Senator  LuGAR.  Who  does  that?  If  you  do  that,  but  you,  us,  the 
Federal  Government  or,  in  other  words 

Mr.  Reynolds.  Currently  it  is  through  the  Medicare-Medicaid 
program  in  which  you  file  a  cost  report  at  the  end  of  the  year  and 
Medicare  and  Medicaid  reconcile  what  they  paid  you  to  what  it  cost 
you  to  practice.  And  as  I  said,  it  has  limitations  and  it  does  assure 
for  some  efficiencies  in  that  there  are  limits  in  caps.  So  it  does  not 
say  if  you  treat  one  patient  and  it  cost  you  $200,000,  they  are  going 
to  pay  you  $200,000.  I  think  the  cap  right  now  in  the  Rural  Health 
Clinic  Program  is  about  mid-$50  per  visit.  But  there  is  no  reason 
that  that  has  to  be  on  a  visit  basis.  It  could  be  capitated.  You  could 
figure  out  the  cost  of  a  practice  in  a  year  based  on  the  number  of 
people  it  serves  and  pay  at  a  certain  amount  per  number  per 

Senator  LUGAR.  I  wonder  if  cost  is  covered  so  that  you  take  the 
risk  factor  out  of  it. 

Mr.  Reynolds.  Exactly.  That  is  the  key  thing. 

Senator  LuGAK.  That  is  the  key  thing,  but  let  us  say  even  then 
no  one  comes.  In  other  words,  in  all  the  counties  of  America,  there 
may  be  some  in  which  people  say,  well,  that  is  not  enough  reward 
for  me  to  go  out  to  that  county.  I  have  covered  my  cost,  but  never- 
theless the  opportunities  are  substantially  greater  elsewhere.  What 
do  we  say  then? 

Mr.  Walker.  I  think  we  have  to  retain  Public  Law  95-210.  That 
is  the  certified  Rural  Health  Care  Clinic  law  that  was  enacted.  It 
is  an  excellent  law.  It  is  based  on  cost.  But  I  think  we  have  to  look 
also  geographically.  We  have  got  to  talk  to  those  counties  that  are 
too  small  to  retain  the  physician,  even  if  the  costs  are  there.  If  we 
retain  95-210  for  the  rural  areas  and  then  we  also  build  some  tax 
incentives  on  top  of  that,  it  is  going  to  allow  them  a  little  bit  of 
additional  income  so  they  can  go  off  and  do  some  of  the  educational 
things  that  they  like  to;  experience  some  of  the  cultural  things  that 
they  would  have  access  to  if  they  lived  in  a  larger  area  and  still 
make  it  a  very  meaningful  practice  for  them. 

Senator  LuGAR.  What  tax  incentives  would  you  suggest,  Mr. 
Walker? 

Mr.  Walker.  That  is  a  pretty  wide  open  question.  Senator,  but 
I  would  think  somewhere  in  the  vicinity  of  25  or  30  percent  of  their 
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tax  of  whatever  level  they  are  in.  Maybe  25  percent  tax  abatement. 
If  they  owe  $50,000,  give  them  a  $12,500  abatement  off  of  that  be- 
cause they  practice  in  a  community  of  5,000  or  less.  Or  some  num- 
ber that  could  be  negotiated.  I  would  hate  to  sit  here  and  be  quoted 
at  $12,000  or  $20,000.  But  something  in  that  vicinity. 

Senator  Lugar.  We  are  trying  to  get  some  excellent  testimony 
from  people  like  you  who  are  in  the  field. 

Dr.  BOYER.  May  I  answer  that  as  a  physician,  your  question?  I 
think  the  issue  of  money  to  physicians  is  a  very  complex  one  really. 
I  think  money  can  draw  physicians  to  a  specific  community.  I  think 
money  can  discourage  a  physician  from  choosing  rural  primary 
care,  but  I  do  not  think  that  money  keeps  them  there.  There  is  in 
the  State  of  Kansas,  there  are  programs  over  the  last  several  years 
that  have  been  financially  rewarding  to  physicians  to  choose  rural 
practices.  To  some  degree,  they  are  successful  in  helping  get  physi- 
cians there,  but  they  do  not  keep  anyone  there. 

And  I  think  we  have  to  be  careful  that  if  we  just  come  up  with 
a  program  that  sends  a  doctor  to  town  A  for  2  or  3  years  with  sort 
of  a  superficial  financial  reward,  he  is  not  going  to  stay.  Other 
things  keep  him  there.  And  I  think  in  the  long  run,  just  fair  reim- 
bursement for  the  service  he  performs  in  that  community  is  much 
more  apt  to  get  him  there  and  keep  him  there  than  any  kind  of 
artificial  buying  system. 

Mr.  Reynolds.  The  other  thing  that  I  think  too  is,  and  it  is  part 
of  the  recommendations  in  my  written  testimony,  we  need  to  do 
much  more  and  we  have  just  started  an  arrangement  with  the  Uni- 
versity of  Vermont  where  family  practice  and  internal  medicine 
residents  are  spending  monthly  rotations  out  in  the  rural  clinics. 
We  have  not  done  enough  to  expose  medical  students  or  residents 
to  rural  practice.  People  tend  to  practice  more  in  areas  where  they 
were  also  trained. 

And  I  think  we  can  do  more  also  through  expansion  of  things  like 
the  National  Health  Service  Corps,  so  that  there  are  opportunities 
for  people  to  go  into  medical  school  and  get  that  training  who  come 
from  rural  and  disadvantaged  areas  and  are  again  more  apt  to 
practice  in  those  settings. 

Senator  LuGAR.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you  very  much.  Senator  Daschle? 

Senator  Daschle.  Thank  you,  Mr.  Chairman.  I  would  like  to 
commend  all  of  you  in  your  excellent  testimony.  Just  to  follow-up 
on  Senator  Lugar's  question.  To  what  extent  do  you  believe  that  al- 
ternative providers  can  fill  the  role  that  is  needed  in  rural  areas 
today? 

Dr.  Boyer,  obviously  you  have  had  a  lot  of  experience  working 
with  other  kinds  of  providers.  You  and  Gale  in  particular  have  had 
occasion  to  give  some  thought,  to  how  nurse  practitioners,  physi- 
cian assistants,  chiropractors — the  whole  range  of  alternative  pro- 
viders available  to  us — could  help  us  in  meeting  the  needs  of  rural 
America.  Could  you  address  that? 

Dr.  BOYER.  Yes.  I  had  the  great  pleasure  myself  personally  of 
working  with  a  nurse  practitioner  for  over  25  years.  I  would  cer- 
tainly call  this  an  excellent  team.  I  think  she  kept  me  in  rural 
practice  for  a  number  of  years  beyond  what  I  might  have  left.  I 
think  there  is  a  real  role  for  nurse  practitioners  and  PAs  and  ancil- 
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lary  providers,  whatever  term  we  want  to  use  in  helping  with  rural 
health.  I  am  not  a  supporter  of  the  idea  that  they  are  indeed  them- 
selves a  replacement.  I  think  they  need  to  work  with  physicians. 
We  have  a  number  of  areas  in  Kansas  where  a  single  community 
may  have  one  or  two  or  three  physicians.  And  in  smaller  commu- 
nities around  that,  10,  15,  20  miles  away,  we  may  have  nurse  prac- 
titioners and  PAs  essentially  covering  those  communities.  But  they 
always  do  so  under  the  supervision  of  the  physician  with  whom 
they  are  associated.  And  I  think  that  kind  of  thing  has  been  of  ex- 
treme help  in  rural  areas  and  in  Kansas. 

Mr.  Walker.  I  would  concur  totally.  We  have  two  family  practice 
physicians,  three  nurse  practitioner  physician  assistants  that  cover 
Parkston  and  two  outlining  communities  and  the  physicians  contin- 
ually say  how  good  and  how  beneficial  the  use  of  the  nurse  practi- 
tioner physician  assistant  is.  It  is  the  only  way  that  we  can  con- 
tinue to  deliver  the  care.  Without  them,  we  could  not  meet  the  cur- 
rent demand  that  is  there.  They  are  an  excellent  source  and  we 
should  really  focus  our  attention  on  them. 

Mr.  Reynolds.  We  employ  as  many  nurse  practitioners  and  phy- 
sician assistants  as  we  do  physicians.  But  there  are  not  that  many 
nurse  practitioner  training  programs  in  the  country.  There  needs 
to  be  more. 

Senator  Daschle.  So  if  you  were  to  address  the  opportunities 
that  these  alternative  providers  may  give  us,  you  would  suggest 
that  there  should  be  more  opportunities  for  them  to  obtain  the  edu- 
cation and  training  necessary  to  serve  in  rural  areas;  is  that  it? 

Mr.  Reynolds.  And  it  has  to  be  a  team  concept.  Nurse  practi- 
tioners and  physician  assistants  in  our  experience  can  treat  reason- 
ably, very  well  in  fact,  75  to  80  percent  of  the  cases  that  we  see. 
But  for  complex  cases,  unless  they  have  someone  either  to  refer  to 
or  to  serve  in  conjunction  with  them,  you  are  still  not  going  to  meet 
all  the  needs  of  a  rural  area. 

Senator  Daschle.  Thank  you.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Thank  you  very  much.  Just  one  last  question. 
David,  you  have  talked  about  the  need  for  resource  development 
funds.  This  sort  of  follows  along  with  what  Senator  Lugar  had  said 
earlier,  would  there  be  a  need  for  a  continuance  of  discretionary 
funding  for  rural  areas,  once  a  practice  is  developed? 

Mr.  Reynolds.  Yes,  resource  development  is  one  area  and  the 
assumption  is  that  under  managed  care,  under  health  care  reform, 
because  people  have  coverage,  there  needs  will  be  met.  It  has  to  be 
remembered  that  for  many  of  our  rural  areas  we  are  dealing  with 
disadvantaged  populations  who  have  more  than  just  health  prob- 
lems. There  are  many  social  problems  as  well. 

For  instance,  the  Teen  Pregnancy  Program  that  we  are  involved 
with,  one  of  the  hidden  factors  in  adolescent  pregnancy  is  the  fact 
that — we  did  a  survey  among  the  teens  in  our  program  and  found 
that  90  percent  had  been  sexually  abused  as  children.  To  just  pro- 
vide them  as  pregnant  teenagers  with  adequate  prenatal  care  is 
not  going  to  address  some  of  the  underlying  social  factors  and  psy- 
chological factors  that  have  contributed  to  that. 

So  you  are  always  going  to  need,  I  think  some  funds,  unless  the 
benefit  package  is  going  to  be  extremely  inclusive  and  I  do  not 
think  it  will  cover  some  of  those  things.  We  also  have  a  problem 
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in  that  in  rural  areas  we  know  transportation  is  an  issue.  And 
many  times  we  have  to  assist  our  patients  in  getting  to  the  services 
that  they  need.  And  also  many  rural  areas  deal  with  a  significant 
immigrant  population  where  translation  services  are  needed.  So  I 
think  there  is  always  going  to  be  a  need  for  some  kind  of  subsidy 
to  meet  the  full  gamut  of  the  health  care  problems  in  a  rural  area. 
And  it  is  not  enough  just  to  do  it  through  payment  mechanisms  for 
basic  health  services  because  the  sociological  component  needs  to 
be  addressed  as  well. 

The  Chairman.  Does  anyone  want  to  add  anything  further? 

Dr.  BOYER.  May  I  add  one  thing  further? 

The  Chairman.  Of  course,  Doctor. 

Dr.  BOYER.  I  would  like  to  tell  you  about  the  two  lessons  that  I 
have  learned  as  physician  coordinator  for  rural  health.  Aside  from 
my  own  personal  experience  in  medicine,  the  first  thing  I  have 
learned  is  that  rural  communities  are  really  quite  unique.  That  al- 
most surprised  me,  even  though  I  spent  my  life  in  a — it  is  very 
easy  for  a  State  or  a  medical  school  to  sit  where  they  do  and  come 
up  with  sort  of  global  solutions  for  rural  health  and  then  go  out 
and  tell  those  people  how  they  should  correct  or  solve  their  prob- 
lem. Rural  people  do  not  like  that  very  well. 

The  second  thing  is  that  as  I  travel  around  the  State  and  I  have 
covered  now  approximately  half  of  all  the  communities  in  Kansas 
that  have  viable  health  care.  The  thing  I  have  been  impressed  with 
is  their  remarkable  ability  to  solve  their  own  problems.  That  has 
really  been  a  lesson  for  me.  And  they  are  creative  and  innovative 
and  I  personally  have  a  very  optimistic  feel  about  rural  health,  if 
we  could  just  deal  with  manpower.  That  is  the  overriding  problem. 
So  to  deal  with  that  it  seems  simple  to  me.  We  just  have  to  recog- 
nize the  value  of  those  physicians  and  they  have  to  be  reimbursed 
fairly. 

The  Chairman.  Gentlemen,  thank  you  all  very  much.  We  will 
take  about  a  two  or  three  minute  recess  and  then  go  to  the  next 
panel. 

[Recess] 

The  Chairman.  Congresswoman,  it's  wonderful  to  have  you  here. 
I  understand  you  have  had  a  schedule  that  all  of  us  wish  we  would 
not  have.  I  am  pleased  that  you  would  be  able  to  have  the  time  to 
come  and  join  us.  So  please,  go  ahead. 

STATEMENT  OF  HON.  JILL  L.  LONG,  U.S.  REPRESENTATIVE 

FROM  INDIANA 

Ms.  Long.  Thank  you,  Mr.  Chairman.  I  might  say  if  the  ele- 
vators and  the  subway  were  a  little  faster,  I  could  have  been  here 
sooner.  I  do  apologize  for  being  late.  We  had  five  votes  back  to  back 
over  on  the  House  side. 

The  Chairman.  No  apologies  needed.  In  fact  your  office  was  very 
good  and  notified  us  of  what  was  going  on.  I  fully  understand. 

Ms.  Long.  Thank  you.  I  do  appreciate  the  committee  holding  this 
hearing  today  and  I  ask  unanimous  consent  that  my  full  statement 
be  included  in  the  record  and  I  will  simply  summarize  the  points 
that  I  would  like  to  make.  Improving  the  condition  of  health  care 
in  rural  America  unquestionably  needs  and  deserves  attention.  As 
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chair  of  the  Congressional  Rural  Caucus,  I  am  acutely  aware  of  the 
concern  of  my  colleagues  that  this  issue  not  be  overlooked  during 
consideration  of  health  care  reform  legislation. 

While  the  Congress  has  enacted  several  programs  in  the  past  to 
improve  accessibility  and  stability  of  health  care  in  rural  areas, 
with  the  consideration  of  health  care  reform,  we  have,  I  think,  a 
very  unique  opportunity  in  which  we  can  create  a  more  coordinated 
and  a  stable  infrastructure  to  improve  the  delivery  of  health  care 
in  rural  areas  over  the  long  run. 

As  my  colleagues  know  the  problems  of  health  care  in  rural 
America  are  many  and  complex.  And  it  is  important  that  we  have 
a  clear  understanding  of  these  problems  before  discussing  the  po- 
tential solutions.  The  primary  problems  that  reform  must  take  into 
consideration  are  the  lack  of  providers  in  rural  areas,  the  financial 
condition  of  hospitals  in  rural  areas,  and  the  fact  that  rural  resi- 
dents tend  to  be  older,  poorer,  and  more  uninsured  than  their 
urban  counterparts.  Many  rural  communities  have  found  it  increas- 
ingly difficult  to  recruit  and  to  retain  health  care  providers  because 
of  the  professional  isolation,  because  of  the  lower  financial  rewards 
and  because  of  the  lack  of  preparation  for  rural  practice  in  medical 
schools. 

In  January  1992,  there  were  141  counties  in  our  Nation  that  did 
not  have  a  physician.  The  population  in  these  counties  totals 
510,000  people.  Today  with  almost  2,500  primary  care  health  pro- 
fession shortage  areas,  it  would  take  over  4,500  generalist  physi- 
cians to  allow  for  adequate  access  to  primary  care  throughout  our 
country.  In  addition,  between  1980  and  1990,  330  rural  hospitals 
in  this  country  closed.  Small  rural  hospitals  face  particularly  dif- 
ficult financial  burdens  because  they  have  the  fewest  admissions; 
they  have  the  lowest  occupancy;  and  they  have  the  highest  ex- 
penses per  inpatient  day. 

The  demographic  and  economic  characteristics  of  rural  residents 
also  contribute  greatly  to  the  current  problems  associated  with 
health  care  in  rural  areas.  Rural  residents  tend  to  be  older,  poorer, 
and  work  in  jobs  that  do  not  provide  health  insurance.  This  also 
results  in  rural  providers  being  more  dependent  on  the  Medicare 
program.  The  inadequacy  of  Medicare  payment  rates  has  and  will 
continue  to  result  in  access  problems  for  Medicare  beneficiaries  in 
rural  areas. 

Reform  must  take  these  factors  into  consideration  in  order  to  be 
effective  in  rural  communities.  In  addition,  reform  should  allow  for 
a  good  deal  of  flexibility  in  order  to  be  adapted  to  the  varying  char- 
acteristics of  rural  areas.  While  we  may  not  agree  on  the  structure 
of  health  care  reform,  and  there  are  about  as  many  diverse  opin- 
ions out  there  as  there  are  members  of  the  House  and  the  Senate, 
I  think  it  is  still  possible  and  I  think  we  have  to  work  together  in 
a  bipartisan  way  to  address  the  health  care  needs  of  rural  Ameri- 
cans. I  think  this  is  essential  for  not  only  the  physical  health  of 
rural  residents  but  also  for  the  economic  health  of  rural  commu- 
nities. 

With  that  I  would  be  glad  to  answer  any  questions  that  you  may 
have. 

The  Chairman.  Thank  you  very  much.  You  have  been  involved 
with  this  issue  for  some  time.  It  is  obvious  to  me  that  rural  resi- 
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dents  and  those  who  have  some  expertise  in  rural  health  care 
should  be  represented  on  advisory  boards  that  make  decisions  and 
recommendations  about  health  care.  Others  do  not  agree  for  some 
reason.  How  do  you  specifically  make  sure  a  rural  voice  is  heard? 

I  have  asked  this  question  about  so  many  other  different  boards 
ever  since  I  was  brand  new  on  this  committee  20  years  ago.  A  wit- 
ness was  saying,  well,  they  understood  rural  areas  because  they 
lived  in  Fairfax  County  out  in  McLean.  That  is  rural.  The  county 
has  more  population  than  my  own  State  of  Vermont.  And  I  sud- 
denly realized  that  some  of  the  people  who  make  rural  policies  do 
not  know  rural  America.  What  should  we  do? 

Ms.  Long.  I  think  that  your  holding  this  hearing  is  a  reflection 
of  at  least  your  commitment  to  ensuring  that  there  is  rural  rep- 
resentation on  the  various  boards  and  committees.  I  think  that  we 
probably  would  have  to  do  it  statutorily  in  any  legislation  that  we 
passed.  And  I  would  think  that  we  would  want  to  ensure  it  at  the 
Federal  level  as  well  as  I  would  think  State  legislators  would  want 
to  do  the  same  thing  at  the  State  and  local  levels. 

I  think  probably  in  strategically  planning  how  we  accomplish 
that  legislatively  it  seems  to  me  that  we  have  some  of  the  same 
challenges  in  the  rural  communities  that  the  inner  city  urban  cen- 
ters have  in  attracting  physicians,  in  attracting  health  care  profes- 
sionals in  having  an  adequate  number  of  health  care  and  medical 
professionals  per  population  base  and  so  forth.  And  it  seems  to  me 
that  we  have  an  opportunity  to  build  an  unusual  coalition  made  up 
of  rural  members  of  the  House  and  the  Senate  and  those  Senators 
and  Representatives  that  represent  the  inner  city  and  urban  areas. 

I  think  what  we  want  to  accomplish  is  in  the  language  or  in  the 
legislation  to  ensure  that  there  is  rural  representation  on  whatever 
boards  are  ultimately  established  by  law  and  then  I  think  the  way 
to  accomplish  that  is  to  work  with  our  urban  counterparts  that  are 
struggling  and  dealing  with  the  same  issues  of  attracting  health 
care  and  medical  professionals  to  the  inner  city  areas,  the  under- 
served  inner  city  areas. 

The  Chairman.  Thank  you  very  much.  Senator  Lugar? 

Senator  Lugar.  Let  me  just  follow  along  on  one  part  of  your  tes- 
timony in  which  you  mentioned  the  closing  of  rural  hospitals.  One 
of  the  things  that  struck  me  when  I  first  read  about  the  task  force 
group  that  Mrs.  Clinton  had  headed  and  they  began  to  promulgate 
their  results  and  this  resulted  in  legislation,  was  that  many  ana- 
lysts saw  the  cost  control  coming  from  the  President's  plan  and 
other  plans  that  have  a  similar  characteristic.  From  the  closing  of 
a  good  number  of  hospitals,  they  were  not  prescribing  them  in  leg- 
islation, but  the  implication  was  that  a  larger  number  of  hospitals 
would  be  closing  and  likewise  a  fair  number  of  physicians  would  no 
longer  be  needed,  essentially  specialists  in  various  categories. 

In  fact,  I  remember  reading  in  the  Wall  Street  Journal  one  anal- 
ysis of  an  MIT  observer  of  the  President's  plan  and  a  reasonably 
sympathetic  one,  but  nevertheless  it  was  a  view  from  the  outside 
in  which  he  suggests  over  the  course  of  a  decade  or  two,  maybe 
only  half  as  many  hospitals  would  still  be  opened  in  America,  not 
just  rural  America,  but  total  America.  And  maybe  only  two-thirds 
as  many  doctors  would  still  be  in  practice. 
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As  I  have  been  listening  to  the  testimony  today  and  your  testi- 
mony gets  to  this  in  a  way,  because  we  both  know  in  our  State  and 
have  worked  together  in  some  counties  to  keep  hospitals  opened. 
And  that  is  the  objective  of  members  of  the  Senate  and  the  House 
and  people  come  to  us  and  they  want  their  hospital  to  stay  open 
and  we  do  the  best  we  can  to  do  that  and  very  few  have  closed. 
Occasionally,  one  in  Union  County  closed  within  the  last  few 
months,  but  not  many.  And  yet  I  have  a  feeling,  even  as  we  are 
trying  to  think  of  how  we  get  doctors  to  reside  in  rural  areas  or 
in  the  inner  city,  as  you  suggested  and  there  is  some  alliance  there, 
not  that  we  are  working  across  purposes,  but  the  mosaic  of  all  of 
this  is  not  really  clear  in  my  mind  how  this  is  going  to  work  out. 

I  throw  it  away  in  that  discussion  form,  not  really  as  a  specific 
critique  of  your  testimony,  but  really  sort  of  an  open  question.  How 
do  you  see  it  happening  or  do  you  see  the  same  sort  of  thing  occur- 
ring? Maybe  President  Clinton's  plan  will  not  pass.  Maybe  some- 
thing else  will  happen  that  does  not  have  those  sorts  of  results. 
Maybe  the  cost  controls  come  in  different  ways.  Almost  everybody 
wants  cost  control  because  the  idea,  at  least  in  the  minds  of  many, 
has  been  it  all  costs  too  much.  So  the  President  and  the  First  Lady 
have  a  consistent  plan  of  how  you  try  to  compress  this.  But  it  ap- 
pears in  the  compression  that  something  is  missing.  If  the  hospitals 
are  closing,  a  good  number  of  doctors  are  leaving,  how  do  they  get 
back  out  to  where  we  want  to  reposition  them  will  be  quite  a  feat. 

Ms.  Long.  I  think  that  in  answering  your  question  I  want  to 
make  a  couple  of  points.  One  is  that  in  my  response  I  am  answer- 
ing as  an  individual,  rather  than  as  the  Rural  Caucus.  I  am  not 
speaking  for  the  Rural  Caucus,  although  I  chair  the  Caucus.  But 
I  want  to  address  this  from  my  own  individual  perspective.  And  the 
other  point  that  I  would  like  to  make  is  that  I  think  however  we 
work  to  solve  the  problem,  we  have  to  recognize  that  rural  Mon- 
tana is  different  from  rural  Indiana  and  there  has  to  be  flexibility 
in  any  policy  that  we  write  at  the  Federal  level  to  allow  Montana 
or  a  State  like  Montana  to  address  its  problems  in  a  way  that  is 
going  to  serve  the  patients'  needs  best  there  and  allow  us  to  do  the 
same  in  Indiana. 

What  I  would  expect  we  would  see  happen,  and  I  think  this 
would  probably  be  the  result  of  both  policy  and  market  forces  and 
if  our  policy  is  good,  it  will  leave  the  market  forces  I  think  to  move 
in  a  direction  that  serves  the  public  in  the  best  way.  I  believe  that 
we  will  see  rural  hospitals  continue  to  stay  open,  but  their  mission 
will  change  substantially,  as  has  already  happened.  I  think  that 
with  advances  in  telecommunication  which  allows  for  tele-medicine, 
with  advances  in  rapid  transportation,  I  think  that  in  many  rural 
communities  we  will  see,  and  I  think  this  should  be  encouraged,  we 
will  see  the  local  hospitals,  the  county  hospitals  change  their  mis- 
sion to  one  of  long-term  care  and  maybe  trauma  care  and  then  the 
specialties  will  probably  continue  to  move  to  the  more  urban  set- 
tings. 

But  I  think  it  is  very  clear  that  wherever  you  live,  we  do  need 
long-term  care  and  it  needs  to  be  within  the  community.  We  need 
trauma  care  and  that  needs  to  remain  within  the  community.  And 
I  think  we  can  identify  others  in  addition  to  those. 
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So  I  would  hope  that  the  poHcy  that  we  would  ultimately  write 
and  pass  and  sign  into  law  would  guarantee  those  kinds  of  care  in 
virtually  every  community  but  to  be  cost  effective,  we  will  see  some 
of  the  specialties  continue  to  move  to  the  urban  centers.  But  we 
will  probably  see  a  greater  reliance  on  primary  care,  probably  a 
greater  reliance  on  the  role  of  the  nurse  practitioner  and  the  physi- 
cian's assistant.  And  I  think  there  is  a  role  for  them  in  every  com- 
munity. But  I  think  they  can  be  used  very  cost  effectively  and  very 
effectively  in  underserved  areas,  including  rural  communities. 

Senator  LuGAR.  I  appreciate  that  answer.  Just  following  your 
thought,  it  reminds  me,  just  a  personal  observation  of  the  work  of 
Methodist  Hospital  in  Indianapolis,  for  example,  and  Central  Indi- 
ana, where  essentially  there  appear  now  to  be  all  sorts  of  liaisons 
with  many  rural  hospitals  and  Methodists.  And  perhaps  as  you 
say,  the  mission  changes  through  helicopters  for  trauma  service 
people  are  literally  lifted  from  areas  to  heliport  Methodist  hospital 
and  presumably  then,  as  you  say  perhaps  for  other  situations  in- 
volving less  of  an  emergency  character  or  less  of  a  trauma,  long- 
term  situation,  perhaps  you  deal  with  that  somewhere  else.  And  all 
of  that  is  sort  of  working  out  long  before  we  get  to  the  Federal  leg- 
islation and  maybe  on  the  ground  a  good  bit  will  be  worked  out 
that  \/ill  be  of  guidance  to  us  if  we  can  observe  what  is  happening. 

Ms.  Long.  I  would  certainly  hope  that  any  legislation  that  we 
would  pass  would  be  reflective  of  what  makes  sense.  And  we  are 
finding  that  many  of  the  health  care  providers  in  various  commu- 
nities are  doing  the  right  things  to  serve  the  communities  cost  ef- 
fectively. 

Senator  Lugar.  Thank  you  very  much,  Jill. 

The  Chairman.  Thank  you  very,  very  much. 

Ms.  Long.  Thank  you  very  much.  Again,  I  apologize  for  arriving 
late. 

The  Chairman.  No  apology  is  necessary.  This  is  your  second  trip 
over  here  today  and  I  appreciate  the  time  you  have  spent  and  the 
contribution  you  have  made.  It  has  been  extremely  important. 

Ms.  Long.  Thank  you. 

The  Chairman.  Our  next  panel  includes  Jeffrey  Human,  the  Di- 
rector of  the  Office  of  Rural  Health  Policy,  Department  of  Health 
and  Human  Services,  accompanied  by  Mr.  Robert  Van  Hook;  Sam 
Cordes  from  Rural  Policy  Research  Institute,  accompanied  by  Dr. 
Robert  Crittenden  from  the  University  of  Washington  School  of 
Medicine,  Seattle,  Dr.  Hart,  the  Executive  Director  of  Northern 
Wisconsin  AHEC,  Inc.,  Keith  Mueller  from  the  University  of  Ne- 
braska Medical  Center,  and  Wayne  Myers  of  the  University  of  Ken- 
tucky Center  for  Rural  Health;  and  Lynn  Clothier,  the  President, 
Indiana  Health  Centers,  Indianapolis,  IN.  Please  come  on  up. 

Ms.  Clothier  is  an  OB/GYN  and  nurse  practitioner.  She's  been 
the  Executive  Director  of  IHC  from  its  founding.  I  should  note  also 
for  the  record  that  nurse  practitioners  have  been  in  the  forefront 
of  providing  rural  health  care  in  my  State  successfully  and  with  a 
great  deal  of  appreciation  from  the  population,  especially  in  some 
of  our  very  rural  areas.  We  could  not  do  it  otherwise. 

We  will  hear  first  from  Mr.  Human,  then  Dr.  Cordes,  and  then 
Ms.  Clothier. 
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STATEMENT  OF  JEFFREY  HUMAN,  DIRECTOR,  OFFICE  OF 
RURAL  HEALTH  POLICY,  HEALTH  RESOURCES  AND  SERV- 
ICES ADMINISTRATION,  DEPARTMENT  OF  HEALTH  AND 
HUMAN  SERVICES,  ROCKVILLE,  MD;  ACCOMPANIED  BY  ROB- 
ERT VAN  HOOK,  EXECUTIVE  OFFICER,  HEALTH  CARE  RE- 
FORM, OFFICE  OF  THE  SECRETARY  OF  THE  DEPARTMENT 
OF  HEALTH  AND  HUMAN  SERVICES,  WASHINGTON,  DC. 

Mr.  Human.  Thank  you  very  much,  Senator  Leahy  and  members 
of  the  committee.  I  am  very  pleased  to  have  the  opportunity  to  dis- 
cuss the  Health  Security  Act  and  how  it  will  help  improve  access 
to  affordable  health  care  for  people  who  live  in  rural  areas.  I  am 
accompanied  this  afternoon  by  Mr.  Bob  Van  Hook  of  the  Office  of 
the  Secretary  of  our  Department.  Mr.  Chairman,  with  your  permis- 
sion, I  would  like  to  submit  a  longer  statement  for  the  record. 

And  I  would  like  to  add  a  footnote  to  the  discussion  that  occurred 
before  I  begin.  That  is  to  note  your  support  for  the  use  of  nurse 
practitioners,  physician  assistants,  and  nurse  midwives.  This  has 
been  made  possible  in  no  small  part  by  the  passage  of  the  Congress 
in  1977  of  the  Rural  Health  Clinic  Act  which  was  also  mentioned 
very  favorably  by  the  previous  panel.  You,  Mr.  Chairman,  were  one 
of  the  authors  and  principle  supporters  of  that  bill  in  1977.  I 
thought  it  would  be  useful  and  important  for  everyone  here  to 
know  that  as  well. 

I  would  like  to  begin  by  discussing  the  problems  rural  Americans 
face  today  in  securing  health  care  services  and  then  discuss  how 
the  Health  Security  Act  will  address  these  problems. 

Rural  communities  are  suffering  under  the  current  health  care 
system.  They  lack  vital  health  care  services  and  often  the  means 
to  pay  for  them.  Let  me  note  some  facts  that  have  not  been  men- 
tioned so  far  this  morning.  More  than  8  million  rural  Americans 
have  no  health  insurance,  including  18  percent  of  all  farm  families. 
Rural  Americans  who  have  health  insurance  face  higher  premiums 
than  other  Americans  because  they  usually  have  to  purchase  their 
coverage  alone  or  through  a  small  business.  The  insurance  that 
rural  Americans  have  often  does  not  cover  the  health  care  services 
that  they  need  such  as  primary  and  preventive  care.  It  often  does 
not  protect  them  from  the  catastrophic  costs  that  may  accompany 
a  severe  illness.  Most  rural  Americans  work  for  small  businesses 
that  offer  no  choice  of  coverage  as  well.  And  that  is  part  of  the  rea- 
son that,  as  we  have  heard  already  today,  over  400,000,  or  by  some 
counts  500,000  rural  Americans  live  in  counties  without  a  single 
doctor  and  34  million  people  live  in  rural  areas  with  insufficient 
physicians  to  care  for  them. 

Now  under  the  Health  Security  Act,  there  will  be  a  guarantee 
that  all  rural  Americans  will  always  have  insurance  coverage  with 
comprehensive  benefits  no  matter  where  they  live  or  work.  And  the 
security  comes  in  two  forms — one,  affordable  health  insurance  cov- 
erage, and  two,  the  availability  of  adequate  health  services.  I  would 
like  to  talk  a  little  bit  about  how  that  would  happen. 

All  health  plans  will  be  required  to  accept  anyone  who  applies, 
healthy  or  sick,  young  or  old.  The  Act  also  prohibits  insurance  com- 
panies from  dropping  sick  subscribers  or  selectively  raising  their 
premiums.  Through  health  alliances,  all  Americans  will  be  able  to 
get  lower  prices  now  available  only  to  large  groups,  giving  rural 
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Americans  greater  bargaining  clout.  Those  who  are  self-employed 
in  business  or  farming  or  independent  contractors  will  be  able  to 
deduct  100  percent  of  their  health  care  costs  from  their  taxes,  com- 
pared to  only  25  percent  under  the  current  system. 

The  Act  holds  States,  alliances,  and  plans  accountable  for  ensur- 
ing that  rural  residents  have  access  to  health  services.  Alliances 
will  be  given  the  responsibility  and  authority  to  address  the  access 
problems  of  rural  communities.  They  may  assist  in  the  develop- 
ment of  health  plans  in  underserved  rural  areas  and  they  may  also 
require  urban  health  plans  to  serve  rural  areas  within  the  region. 
In  addition,  they  can  offer  longer  term  contracts  to  health  plans 
that  agree  to  serve  rural  areas.  The  Act  changes  Federal  funding 
of  medical  education  to  increase  the  number  of  family  physicians 
and  other  primary  care  practitioners  who  are  trained  for  rural 
practice.  Within  10  years,  under  the  plan,  55  percent  of  all  grad- 
uating physicians  will  enter  primary  care  residency  training  pro- 
grams. Currently  only  20  percent  do  so. 

It  promotes  the  full  utilization  of  nurse  practitioners,  physician 
assistants  and  clinical  nurse  midwives  to  help  them  better  serve 
rural  communities  and  increases  Federal  funding  to  greatly  in- 
crease the  numbers  of  these  mid-level  providers  who  graduate  each 
year.  The  Act  expands  the  National  Health  Service  Corps  loan  re- 
payment and  scholarship  programs  to  increase  the  number  of  pri- 
mary care  practitioners  going  to  underserved  areas. 

It  increases  Medicare  bonus  payments  for  primary  care  physi- 
cians practicing  in  rural  underserved  areas.  It  provides  those  sig- 
nificant new  tax  incentives  that  we  heard  about  already,  to  attract 
and  retain  rural  providers.  For  example,  family  rural  primary  care 
physicians  who  serve  underserved  areas  may  receive  as  much  as 
$60,000  in  tax  credits  over  their  first  5  years  of  service. 

The  Act  supports  telecommunication  linkages  between  rural 
practitioners  and  major  hospitals  and  teaching  centers  to  obtain  ex- 
pert advice,  specialty  consultation,  and  professional  continuing  edu- 
cation. These  linkages  reduce  the  isolation  of  rural  providers  and 
thus  help  to  retain  physicians  in  rural  areas.  The  Act  authorizes 
grants  for  communities  to  form  community  health  plans  and  net- 
works, enhancing  their  ability  to  compete  in  the  new  system  and 
to  maximize  their  control  of  their  own  destiny. 

The  Act  authorizes  loans  and  loan  guarantees  to  help  capitalize 
programs  serving  low  income  patients  and  underserved  areas,  in- 
cluding construction  renovation  and  conversion  of  facilities  to  more 
appropriate  uses.  It  authorizes  grants  to  public  and  nonprofit  enti- 
ties to  provide  services  that  overcome  nonfinancial  barriers  to  care 
such  as  transportation,  outreach,  and  translation  interpretation 
services. 

And  it  authorizes  school-based  health  care  services  in  rural  com- 
munities where  desired  to  better  enable  our  Nation's  young  people 
to  obtain  essential,  preventive,  and  other  health  services.  It  de- 
creases administrative  costs  for  all  doctors  and  hospitals  by  reduc- 
ing the  number  of  claim  forms  and  reporting  requirements.  This 
will  be  of  particular  help  to  rural  physicians  in  small  rural  hos- 
pitals for  whom  extensive  paperwork  consumes  a  higher  proportion 
of  their  expenditures. 
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Many  rural  providers  will  be  eligible  for  transitional  protection 
as  essential  community  providers,  including  rural  health  clinics, 
community  and  migrant  health  centers,  and  hospitals  and  doctors 
in  underserved  areas.  This  provision  will  assure  that  health  plans 
contract  with  and  pay  fairly  essential  providers  for  the  services 
they  provide  under  the  benefits  package.  It  will  encourage  provid- 
ers currently  located  in  rural  areas  to  stay  there. 

Mr.  Chairman,  in  conclusion  there  is  in  my  judgment  a  public 
consensus  and  a  political  consensus  throughout  this  country  on  the 
need  for  health  care  reform.  The  Health  Security  Act  is  in  one 
sense  a  conservative  plan  and  it  attempts  to  preserve  the  American 
health  care  system  which  we  are  all  use  to,  but  to  improve  it  as 
well.  In  another  sense,  the  President's  plan  is  bold  with  the  scope 
of  benefits  it  proposes  and  the  dream  of  universal  coverage  that  it 
realizes.  The  flexibility  of  the  President  has  raised  national  hopes 
for  the  passage  of  meaningful  reform.  We  have  done  our  best,  he 
seems  to  say,  and  we  can  live  with  a  changed  plan  if  it  encom- 
passes comprehensive  benefits  and  universal  coverage.  The  plan  he 
has  introduced  also  takes  important  steps  in  reaching  out  to  rural 
Americans  with  special  provisions  to  bring  to  rural  areas  the 
health  care  that  will  make  the  reform  plan  work  for  them  as  well. 

Thank  you. 

The  Chairman.  Thank  you  very  much.  I  do  appreciate  that.  Dr. 
Cordes,  you  were  very  helpful  this  morning  in  a  press  conference 
when  some  of  the  information  was  given  that  RUPRI  had  come  out 
with  the  combination  of  RUPRI  and  the  Gallup  poll.  I  am  delighted 
to  have  you  still  here  today.  I  know  it  has  been  a  long  day  for  you. 
Please  go  ahead,  sir. 

STATEMENT  OF  SAM  CORDES,  RURAL  POLICY  RESEARCH  IN- 
STITUTE, NEBRASKA  CAMPUS  COORDINATOR,  UNIVERSITY 
OF  MISSOURI,  COLUMBIA,  MO 

Mr.  Cordes.  Thank  you.  It  is  a  pleasure  for  us  to  be  here  today. 
I  appreciate  your  leadership.  Senator  Leahy  and  Senator  Lugar,  for 
holding  this  hearing  and  the  involvement  that  you  and  others  had 
this  morning  when  releasing  the  results  from  the  RUPRI  poll.  I 
think  we  have  had  some  excellent  testimony  here  today.  Therefore, 
the  RUPRI  panel  that  is  with  me  will  not  spend  much  time  talking 
about  the  problems.  We  think  that  has  been  done  very  well  today. 

The  RUPRI  effort  has  involved  at  least  two  initiatives.  I  have  al- 
ready mentioned  the  RUPRI  poll.  Additionally,  we  have  representa- 
tives here  today  from  a  RUPRI  panel  that  has  spent  most  of  the 
last  9  months  analyzing  a  number  of  specific  legislative  proposals 
from  the  standpoint  of  the  rural  perspective. 

Today,  we  will  not  focus  on  any  particular  piece  of  legislation, 
but  more  generally  share  with  you  some  of  our  observations  with 
respect  to  possible  solutions.  We  will  not  go  over  all  of  the  "solu- 
tions" that  we  have  talked  about  as  a  group.  Those  are  included  in 
our  referenced  document,  and  we  would  like  to  submit  that  docu- 
ment for  the  formal  record.  After  my  brief  comments  we  will  enter- 
tain your  questions;  and  with  your  permission,  I  will  direct  your 
questions  to  the  appropriate  panelists. 

First,  with  respect  to  the  supply  and  distribution  of  health  per- 
sonnel, we  would  offer  the  following  suggestions.  Short-term  inter- 
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ventions  are  needed  to  stabilize  the  existing  supply  of  rural  pri- 
mary care  providers,  especially  in  the  face  of  increased  competition 
from  urban  managed  care  systems.  Specifically,  there  are  two  legis- 
lative opportunities.  One  is  to  revitalize  the  National  Health  Serv- 
ice Corps  which  has  proved  to  be  effective,  and  the  second  is  to 
eliminate  the  historical  rural  urban  payment  differences  to  physi- 
cians. 

Second,  longer  term  interventions  that  change  the  medical  edu- 
cation system  are  needed.  Several  health  reform  proposals  place  a 
minimum  percentage — typically  around  50  percent — on  the  propor- 
tion of  medical  residents  trained  in  primary  care.  We  feel  the  in- 
tent of  this  type  of  legislation  is  very  much  on  track.  But,  distribu- 
tional incentives  that  go  along  with  that  enhanced  supply  are  also 
needed. 

Third,  the  idea  of  providing  direct  financial  support  to  health 
profession  training  programs,  rather  than  indirect  support  through 
patient  care  revenues  and  reimbursements,  is  a  legislative  oppor- 
tunity that  you  all  may  want  to  consider.  Direct  financial  support 
could  be  tied  to  explicit  performance  goals  that  reflect  national  and 
regional  needs  for  the  supply  and  geographic  distribution  of  health 
professionals,  including  the  expectation  that  training  programs  be 
distributed  among  States  or  public  health  service  regions  in  propor- 
tion to  population. 

Fourth,  there  is  an  opportunity  to  increase  Federal  support  for 
expanding  the  supply,  and  reducing  the  barrier,  including  reim- 
bursement barriers,  that  prevent  non-physician  providers  to  be  uti- 
lized to  their  full  potential  in  rural  areas. 

Another  need  has  to  do  with  what  we  have  heard  today  about  the 
precarious  financial  situation  of  many  rural  providers.  For  exam- 
ple, in  1993,  31  percent  of  rural  hospitals  had  negative  operating 
margins.  This  problem  will  likely  be  complicated  if  the  financing  of 
health  reform  by  reducing  Medicare  and  Medicaid  spending,  includ- 
ing changes  in  disproportionate  share  payments,  place  rural  pro- 
viders at  additional  financial  risk.  Again,  the  existing  and  future 
problems  in  this  area  are  well  known. 

Some  legislative  opportunities  that  address  these  problems  in- 
clude the  following: 

Number  1,  reductions  in  disproportionate  share  payments  and/or 
Medicare  and  Medicaid  payments  that  are  part  of  health  reform 
legislation  need  to  be  implemented  on  a  phased-in  basis  to  coincide 
with  the  presumed  growth  and  the  new  revenues  generated  from 
what  was  previously  uncompensated  care. 

Number  2,  methodologies  for  establishing  global  budgets,  pre- 
mium caps  and  premium  risk  adjustments  could  explicitly  limit  or 
prohibit  the  use  of  historical  price  data  as  a  sole  source  of  data  for 
setting  expenditure  or  premium  limits. 

Number  3,  expanded  insurance  coverage,  whether  through  man- 
dates or  insurance  reform,  is  probably  the  single  most  important 
opportunity  for  providing  a  secure,  stable,  and  sustainable  long- 
term  financial  base  for  the  rural  health  care  system. 

Let  me  share  another  item  of  critical  importance.  Many  rural 
communities  are  not  conducive  to  managed  competition  as  envi- 
sioned in  most  of  the  reform  proposals.  That  is,  those  managed 
competition  arrangements  that  embrace  competing  health  plans 
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with  unique  and  different  panels  of  providers.  In  short,  from  the 
rural  perspective,  it  may  be  important  that  less  attention  is  given 
to  managed  competition  and  much  more  attention  to  managed  co- 
operation. 

In  order  for  this  to  happen,  there  are  some  legislative  opportuni- 
ties. One  is  to  provide,  as  some  of  the  legislative  packages  do,  safe 
harbor  provisions  in  health  reform  legislation  to  remove  the  con- 
cern that  the  development  of  rural,  integrated  service  networks  will 
violate  existing  antitrust  statutes.  Another  is  to  provide  adequate 
funding  for  technical  assistance,  community-based  data  collection, 
and  for  capacity-building  initiatives  to  help  rural  communities  fa- 
cilitate the  development  and/or  expansion  of  integrated  service  net- 
works at  the  local  level. 

I  would  like  to  close  with  one  final  point.  We  feel  it  is  important 
and  appropriate  to  place  the  rural  perspective  on  health  reform 
into  the  broader  context  of  rural  community  development.  Unmet 
needs  and  demands  for  health  care  exists  in  rural  areas,  and  much 
uncompensated  care  is  also  provided.  This  situation  represents  con- 
siderable, unrealized,  economic  activity  in  rural  America  and  the 
potential  for  considerable  job  creation.  In  essence,  if  health  reform 
is  designed,  developed,  and  implemented  properly,  it  could  truly  be 
an  economic  boon  for  rural  America.  Hopefully,  that  potential  can 
be  realized. 

Thank  you. 

The  Chairman.  I  absolutely  agree  with  you  on  that.  Thank  you. 
Ms.  Clothier,  good  to  have  you  here. 

STATEMENT  OF  LYNN  H.  CLOTfflER,  PRESIDENT,  INDIANA 
HEALTH  CENTERS,  INC.,  INDIANAPOLIS,  IN 

Ms.  Clothier.  Thank  you,  Mr.  Chairman  and  Senator  Lugar.  I 
appreciate  this  opportunity.  I  am  with  a  company  called  Indiana 
Health  Centers  which  is  a  federally  qualified  community,  migrant 
and  homeless  health  center  program.  We  also  have  State-funded 
MCH  and  WIC  program  components.  We  have  the  distinction  of  op- 
erating the  only  federally  qualified  health  centers  in  Indiana  that 
are  located  in  rural  areas.  We  recently  had  the  opportunity  to  ac- 
quaint Senator  Lugar  directly  with  the  needs  of  one  of  our  rural 
centers  and  appreciate  the  kind  of  support  that  we  have  received 
from  him  over  the  years. 

I  wanted  to  make  sure  that  everyone  here  today  was  aware  that 
Senator  Lugar  has  been  credited  with  the  development  of  several 
community-based  organizations  for  primary  care  in  Indiana  and  re- 
cently President  Clinton  came  to  visit  one  of  our,  among  other 
things,  one  of  our  health  centers  that  Senator  Lugar  was  credited 
with  founding  when  he  was  mayor.  I  would  like  to  point  out  to  you 
guys  that  that  is  an  incredible  bipartisan  opportunity  and  I  think 
it  shows  that  community  health  centers  should  be  supported  by  ev- 
eryone. 

I  drew  real  heavily  today  on  my  colleagues  on  the  Indiana  Rural 
Health  Advisory  Council  in  preparing  my  thoughts  and  would  par- 
ticularly like  to  thank  the  Indiana  Hospital  Association  for  their 
help  in  taking  a  look  at  the  solutions  that  we  believe  are  needed 
in  Indiana  to  assist  with  the  preservation  of  health  care  in  our 
rural  communities. 
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We  do  have  an  Indiana  publication  called  the  Health  of  the  Rural 
Population  that  has  been  in  place  for  a  couple  of  years  now  that 
we  are  using  as  our  database  of  what  we  see  as  the  problems.  Our 
problems  are  not  unique.  However,  I  would  point  out  two,  actually 
there  are  three  that  have  not  yet  been  mentioned  today  that  I  do 
not  believe  are  unique  to  Indiana.  One  of  them  is  that  in  Indiana 
we  have,  in  our  rural  areas,  we  have  high  concentrations  of  special 
population  groups.  We  have  a  significant  population  of  Amish  resi- 
dents, farm  workers.  We  have  significant  populations  of  minorities 
in  our  rural  areas  and  that  has  really  not  been  mentioned  today. 

We  also  have  a  couple  of  health  problems  locally  in  the  rural 
areas  that  are  associated  with  the  agricultural  industry.  One  of 
those  are  agriculturally-related  accidents  and  some  growing  prob- 
lems with  ground  water  contamination  that  are  related  to  the  agri- 
cultural industry. 

I  would  like  to  talk  about  four  solutions  and  they  are  not  unique, 
but  I  would  like  to  bring  them  to  you  from  the  Indiana  perspective. 
One  solution  that  we  see  is  the  need  to  assure  access  to  primary 
care  providers  in  rural  areas.  To  accomplish  this,  obviously  we 
have  to  increase  the  number  of  primary  care  practitioners  as  a 
whole  in  the  country.  A  quick  way  to  do  that  is  to  increase  the 
number  of  non-physician  provider  categories  of  nurses,  nurse  prac- 
titioners, certified  nurse  midwives,  and  physician  assistants.  They 
simply  just  take  a  shorter  time  to  train. 

In  addition,  we  need  to  give  real  special  attention  to  altering  the 
geographic  distribution  of  primary  care  providers  throughout  the 
country.  The  need  for  additional  primary  care  physicians  in  rural 
areas  is  critical  to  increasing  access.  In  particular,  right  now,  we 
are  all  struggling  with  the  loss  of  primary  care  physicians  to  the 
urban  areas  as  everybody  sets  up  these  very  large  managed  care 
programs.  We  have  to  stop  that  loss  quickly.  Several  initiatives 
that  are  needed  is  increasing  the  number  of  primary  care  physician 
resident  slots  in  medical  schools,  increasing  the  number  of  mid- 
level  practitioner  training  programs.  We  had  far  more  training  pro- 
grams for  mid-level  practitioners  10,  15  years  ago,  than  we  have 
now. 

We  need  tuition  loan  repayment  programs  like  the  National 
Health  Service  Corps  but  specific  to  rural  areas.  We  need  to  be  in- 
creasing not  decreasing  reimbursements  for  primary  care  services 
in  rural  areas.  We  need  to  expand  all  aspects  of  the  National 
Health  Service  Corps.  We  need  to  make  sure  that  all  of  the  rural 
communities  are  connected  through  telecommunication  programs. 
We  need  to  promote  the  development  of  rural  practice  residencies 
that  are  uniquely  prepared  to  prepare  providers  for  the  realities  of 
mral  medical  practice. 

We  have  a  very  fine  example  of  such  a  program  at  Union  Hos- 
pital in  Terre  Haute,  IN,  if  a  model  is  needed  for  either  study  or 
replication.  I  believe  that  we  need  to  develop  a  national  mid-level 
provider  initiative  within  all  of  our  federally  funded  programs,  in- 
cluding our  categorical  block  grant  programs,  research  programs, 
and  educational  programs. 

Increasing  the  supply  of  non-physician  primary  care  providers 
will  be  one  of  the  most  effective  ways  of  increasing  primary  care 
in  rural  areas.  Our  non-physician  providers  are  very  acceptable. 
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They  are  very  cost  effective  and  they  are  frequently  a  lot  easier  to 
attract  to  rural  areas  than  physicians.  I  do  not  support  the  notion 
of  their  practicing  alone  without  being  part  of  a  network  with  phy- 
sicians. We  also,  finally,  in  terms  of  looking  at  access,  have  to  ad- 
dress the  problems  of  transportation  in  rural  areas. 

The  second  solution  lies  in  assuring  the  financial  survival  of  the 
health  facilities  in  all  rural  areas.  Currently  the  only  health  facili- 
ties in  many  of  our  rural  areas  are,  in  fact,  hospitals.  While  the 
roles  and  services  of  our  hospitals  are  changing,  they  have 
changed,  and  they  will  continue  to  change,  we  simply  cannot  allow 
the  demise  of  rural  hospitals  without  any  evolutionary  replace- 
ment. It  would  be  some  time  yet  before  I  think  we  have  any  answer 
to  what  type  of  health  facility  each  community  either  should  or  will 
have.  However,  I  think  we  already  know  that  the  answer  is  not 
that  a  rural  community  shall  have  no  health  facility.  If  we  allow 
the  loss  of  rural  hospitals  at  this  early  stage  of  our  health  system 
evolution,  we  will  be  condemning  many  rural  communities  and 
their  residents  to  sure  death. 

There  are  several  proposals  before  Congress  that  would  call  or 
additional  cuts  in  Medicare  and  that  would  have  a  direct  negative 
impact  on  the  continuation  of  some  of  our  hospitals  as  we  go 
through  this  transition.  In  addition  to  stopping  the  loss  of  rural 
hospitals,  I  believe  very  strongly  that  community  and  migrant 
health  center  programs  are  one  possible  health  institution  for  rural 
areas.  And  they  should  be  allowed  to  expand  the  establishment  of 
health  centers  in  all  rural  areas  that  want  one. 

Although  the  community  and  migrant  health  center  program  has 
had  stable  funding  for  quite  some  time  and  some  modest  expansion 
recently,  we  are  still  unable  to  put  community  and  migrant  health 
centers  in  every  rural  community  that  would  want  one.  I  believe 
that  community  and  migrant  health  center  programs  are  uniquely 
structured  to  address  the  barrios  frequently  encountered  in  rural 
health  delivery  systems.  Community  and  migrant  health  centers 
are  consumer  governed  and  community  oriented  allowing  each  pro- 
gram to  be  a  one  of  a  kind  template  molded  to  local  needs  and  re- 
sources and  issues.  They  are  family  centered.  They  are  culturally 
competent.  They  foster  the  evolution  of  special  services  for  special 
populations  requiring  knowledge  not  gained  in  health  professional 
training  programs,  but  rather  from  the  people  themselves. 

We  provide  continuous,  quality,  affordable  services  at  convenient 
times  and  places  that  encourage  their  use  by  individuals  rejecting 
larger  and  more  impersonal  institutions.  There  are  many  examples 
throughout  the  Nation  of  community  and  migrant  health  centers 
networking  throughout  local  health  infrastructures  in  rural  areas 
to  devise  effective  community  solutions  to  complex  community 
health  problems. 

The  Chairman.  Incidentally,  when  you  started  your  testimony 
you  mentioned  your  involvement  with  WIC  which  is  also  a  subject 
near  and  dear  to  me  and  one  that  this  committee  has  jurisdiction 
over.  But  the  Health  Security  Act  calls  for  "funding"  of  WIC  as  part 
of  health  reform.  The  idea  that  pregnant  women,  newborn  children, 
themselves  in  a  postpartum  time  would  be  healthier  with  better 
nutrition.  Do  you  see  WIC  as  being  part  of  a  health  care  reform 
effort?  Would  you  support  both  funding  of  it? 
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Ms.  Clothier.  I  would.  I  believe  that  it  is  impossible  to  address 
the  notion  of  health  care  without  addressing  the  notion  of  good  nu- 
trition, and  the  WIC  program,  as  you  know,  is  designed,  uniquely 
designed  to  prevent  either  current  or  impending  medical  problems 
that  can  be  treated  with  nutrition  as  opposed  to  prescriptive  medi- 
cines or  more  expensive  therapies.  It  always  makes  sense  to  keep 
people  well  rather  than  to  treat  their  illness. 

The  Chairman.  We  have  virtually  100  percent  participation  in 
WIC  in  Vermont  and  physicians  there  tell  me  it  has  had  a  signifi- 
cant difference  in  health  costs,  and  of  course  nationally  it  is  about 
35  to  40  percent  of  otherwise  eligible  women  who  are  unable  to  get 
on  the  program  for  lack  of  funding.  I  have  to  think  from  data  we 
have  received  that  actually  in  the  long  run,  save  us  medical  costs 
if  we  had  it.  It  is  interesting  some  of  the  things  that  we  look  at. 
We  can  sometimes  get  so  traditional,  we  could  think  of  medications 
and  everjrthing  else,  and  as  you  say  it  is  prevention. 

My  wife  is  a  nurse  and  I  can  think  of  some — especially  when  she 
is  on  weekends  where  all  hell  seems  to  break  loose  and  they  are 
short-handed — cases,  at  least  in  general,  that  could  have  been  pre- 
vented. And  yet  now,  somebody  is  very  critically  ill  and  they  are 
spending  $500,  $600  a  day  to  take  care  of  it. 

Ms.  Clothier.  I  think  frequently,  particularly  in  the  last  decade, 
we  have  seen  a  lot  of  programs  be  proliferated  around  the  country 
on  the  basis  of  every  community  needs  a  program  and  WIC  is  prob- 
ably a  real  fme  example  of  that.  I  would  suggest  that  the  alter- 
native is  also  true.  That  if  you  look  at  every  community  and  try 
to  assess  needs  and  bring  programs  to  that  community  based  on 
those  needs,  that  we  would  find  a  model  more  acceptable  in  rural 
areas  where  we  package  a  number  of  programs  together  into  a  sin- 
gle facility  to  be  able  to  respond  in  a  more,  what  we  call  a  seamless 
manner  to  clients. 

So  that  when  they  arrive  they  may  not  know  about  WIC  pro- 
grams and  they  may  not  know  what  they  need,  but  through  an  as- 
sessment of  both  medical,  nutrition,  psychosocial,  mental  health,  I 
think  that  you  in  the  end-run  get  a  better  product,  because  you 
have  addressed  the  whole  patient's  problem.  WIC  is  certainly  inte- 
gral to  that. 

I  would  suggest  that  in  rural  areas  a  really  important  solution 
is  going  to  be  around  removing  inadequate  personal  finances  as  a 
requisite  to  health  care  in  America.  I  also  would  ask  this  commit- 
tee, in  particular,  to  look  at  the  growing  body  of  evidence  that  is 
connecting  health  and  safety  problems  with  involvement  in  the 
rural  agricultural  industry.  I  do  not  think  that  we  can  ignore  it.  I 
think  that  the  agricultural  industry  of  the  United  States,  with  its 
attendant  world  position,  is  very  important  and  they  can  best  be 
secured  for  the  future  by  assuring  the  health  and  safety  of  all  of 
those  living  and  working  in  our  agricultural  areas.  And  I  believe 
that  your  leadership  is  needed  to  solve  this  problem  now. 

I  would  thank  you  for  the  opportunity  to  make  these  statements 
and  I  will  be  glad  to,  with  everyone  else,  answer  any  questions. 

The  Chairman.  Thank  you  very  much.  I  want  to  ask  one  ques- 
tion of  Mr.  Human.  If  Congress  authorizes  Medicare  waivers  for  al- 
ternative rural  health  delivery  systems — for  example,  a  freestand- 
ing emergency  clinic  in  a  rural  area  or  a  town  where  you  might  not 
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be  able  to  have  a  hospital,  but  could  put  in  an  emergency  clinic — 
how  many  communities  could  take  advantage  of  this? 

Mr.  Human.  I  do  not  know  that  anybody  has  ever  done  a  study 
of  that.  Certainly  we  have  seen  a  tendency  in  recent  years  for  rural 
hospitals  to  convert  to  other  uses.  And  we  have  seen  Federal  en- 
couragement of  that  in  the  program  to  develop  essential  access 
community  hospitals  and  primary  care  hospitals  and  to  put  them 
together  in  networks  in  several  States  in  hopes  that  we  will  still 
be  able  to  maintain  essential  services  in  smaller  communities  that 
can  no  longer  afford  to  keep  open  a  full  service  hospital.  And  Sen- 
ator Baucus  spoke  of  that  this  morning  as  well. 

The  waivers  that  have  been  granted  in  Montana  to  support  medi- 
cal assistance  facilities  which  are  very  similar  to  what  we  call  pri- 
mary care  hospitals.  Places  where  primary  care  is  delivered  but 
where  there  is  still  the  capability  to  have  a  patient  kept  in  a  hold- 
ing bed  for  a  few  days  until  that  patient  can  either  be  discharged 
or  moved  to  a  full  service  hospital.  And  that  is  something  that  in 
different  ways  we  have  been  encouraging  and  I  would  expect  that 
it  is  a  tendency  that  would  continue. 

The  Chairman.  Let  me  ask,  Dr.  Cordes,  you  had  mentioned  in 
your  testimony  something  about  rural  economic  development.  And 
everyone  of  us  is  concerned  about  how  we  get  jobs  into  our  rural 
areas  and  how  we  develop  it.  Can  you  expand  that  a  little  bit.  How 
does  universal  coverage  encourage  economic  development  in  rural 
areas? 

Mr.  Cordes.  Let  me  say,  first  of  all,  RUPRI  does  have  another 
panel  that  is  looking  at  that  question  in  some  detail  and  would 
hope  to  have  the  results  of  that  assessment  in  the  near  term.  You 
mentioned  job  creation  in  rural  America  and  the  need  for  economic 
development.  In  order  for  that  to  happen,  rural  America  needs 
more  things  to  sell.  That  is  why  we  have  a  lot  of  activity  around 
value-added  agriculture  and  those  kinds  of  things.  Those  are  all 
important.  I  think  it  is  important  to  realize  that  more  health  care 
can  be  sold  in  rural  America  and  that  will,  in  fact,  create  jobs. 

Think  about  three  situations.  First,  think  about  someone  who 
needs  care  but  does  not  have  insurance  and  therefore  does  not  re- 
ceive care.  If  that  person  had  insurance  and  secured  services  lo- 
cally, additional  economic  activity  would  have  been  generated. 
Think  about  another  person  that  does  not  have  insurance  but  does 
receive  care  and  cannot  pay.  That  represents  uncompensated  care 
for  the  rural  provider.  Had  that  person  had  insurance  coverage,  un- 
compensated care  would  not  be  the  result.  Instead  new  revenues 
would  be  flowing  into  that  community.  Think  about  another  situa- 
tion where  someone  does  have  insurance  but  because  the  local 
health  system  is  not  well  developed  or  does  not  exist,  goes  to  a  met- 
ropolitan area  for  services.  That  represents  significant,  economic 
leakages  out  of  that  community. 

So,  if  we  have  a  health  reform  package  that  provides  financial 
wherewithal  and  the  development  of  a  strong,  rural  health  industry 
that  allows  the  additional  financial  empowerment  to  be  spent  lo- 
cally, it  could  make  a  significant  difference. 

There  may  be  some  of  the  other  panelists  that  would  want  to 
comment  on  what  is  needed  to  strengthen  the  system  locally  so 
those  dollars  do  stay  in  the  community. 
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Mr.  Van  Hook.  May  I  add  something  to  that  before  you  ask 
someone,  Senator? 

The  Chairman.  Sure. 

Mr.  Van  Hook.  Actually,  I  think  that  is  one  of  the  concerns 
about  having  a  partial  reform  or  having  a  staged  reform.  We  have 
really  got  to  be  careful  about  the  rural  areas.  We  need  to  have  that 
rural  development  occur  along  with  the  insurance  coverage.  If  we 
do  not  have  the  universal  coverage  very  quickly  in  health  care  re- 
form, then  it  is  likely  that  the  larger  employers  in  the  cities  pro- 
vide coverage  for  their  workers.  The  smaller  employers,  many  of 
whom  are  in  rural  areas,  would  not  provide  the  coverage  for  their 
workers,  hence  rural  folks  would  not  have  the  coverage.  They 
would  be  the  last  ones  to  get  coverage  which  means  that  economic 
activity  in  the  health  care  sector  would  not  occur.  Further,  the  doc- 
tors that  are  out  there  would  see  the  opportunities  being  in  the 
cities  and  could  depart  rural  areas  for  the  cities  in  fairly  sizable 
numbers.  So  it  could  be  really  bad  not  to  have  full  coverage  rel- 
atively quickly. 

Senator  LuGAR.  I  think  the  point  you  have  made  is  an  important 
one.  Of  course,  it  is  at  the  heart  of  many  of  the  debates  that  we 
are  having,  not  only  in  this  committee  but  elsewhere.  Because  in 
many  rural  communities,  my  State  and  I  presume,  elsewhere, 
where  there  are  smaller  businesses,  the  problem  of  paying  the 
mandated  benefits  is  extremely  controversial.  And  in  fact,  many 
would  say  they  cannot  afford  it.  But  that  is  sort  of  the  grist  for  the 
mill  for  a  long  debate  that  goes  on.  At  least  the  plan,  as  the  Presi- 
dent has  presented  it,  is  internally  consistent  in  terms  that  you 
have  stated.  They  have  a  fixed  package  and  the  wherewithal  comes 
there.  Then  that  could  not  stimulate  employment  in  the  area  be- 
cause the  market  forces,  which  lead  some  small  businesses  to  be 
poor  and  some  big  businesses  that  are  elsewhere,  in  more  urban 
areas,  are  somewhat  evened  out. 

Let  me  just  ask  this  question.  We  have  talked  today  about  incen- 
tives for  doctors  or  nurse  practitioners  or  both  to  come  to  rural 
areas.  One  of  the  aspects  of  the  President's  plan  and  I  think  you 
touched  upon  this  a  bit.  Dr.  Cordes,  is  that  the  primary  care  pro- 
vider is  emphasized,  and  as  a  matter  of  fact  medical  schools 
would — I  am  not  sure  whether  they  are  mandated  to  have  so  many 
primary  care  people,  as  opposed  to  specialists  or  how  precise  the 
law  finally  works  out  or  how  we  wrestle  with  that  problem,  but  the 
perception,  at  least  for  some  medical  school  professionals  with 
whom  I  have  visited  or  have  come  in  to  see  me,  is  that  this  is  going 
to  take  away  considerably  their  freedom  of  choice  of  how  to  manage 
their  medical  schools.  Or  more  particularly,  with  regard  to  appli- 
cant students  coming  along  who  want  to  practice  medicine  who  fear 
they  are  going  to  have  some  curtailment  of  what  sort  of  medicine 
they  can  practice. 

Now  as  we  are  taking  a  look  at  this  today  from  the  rural  bias, 
we  are  trying  to  figure  out  how  we  get  people  out  into  the  country- 
side and  make  that  attractive  but  the  assumption  has  been  essen- 
tially that  these  would  be  choices  of  people  who  could  have  done 
something  else;  that  they  are  happy  in  life  doing  this.  I  think  there 
is  a  little  bit  of  a  flavor  perhaps  in  the  President's  plan  that  some 
of  these  choices  are  going  to  be  made  for  them  or  they  are  not  going 
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to  be  producing  doctors.  They  would  be  accountants.  But  if  they  are 
going  to  come  into  this,  they  will  be  primary  care  people,  as  op- 
posed to  ear,  nose,  and  throat  specialists  and  all. 

To  what  extent  do  you  believe  that  the  President's  plan  does 
move  toward  a  more  coercive  element  and  is  that  healthy?  Is  that 
good  public  policy?  Or  how  do  you  meet  the  objections  which  you 
must  surely  hear  from  your  colleagues  in  medical  schools,  since  at 
least  some  of  them  are  very  disturbed  by  this  whole  process? 

Mr.  CORDES.  Three  of  the  members  of  our  RUPRI  panel  are  from 
medical  schools. 

Senator  LUGAR.  You  hear  from  them  all  the  time? 

Mr.  CORDES.  Yes.  I  would  like  for  Dr.  Myers  to  make  a  comment 
on  that,  and  Dr.  Crittenden  as  well. 

Dr.  Myers.  I  think  it  is  important  to  realize  that  medical  schools 
are  major  providers  of  medical  care  as  are  teaching  hospitals  and 
they  respond  to  the  same  incentives  of  the  rest  of  the  system.  So 
only  2.5  percent  of  the  faculty  of  medical  schools  are  family  doctors 
and  that  percentage  is  actually  reducing,  rather  than  increasing. 
Another  point  I  would  make  is  that  the  numbers  of  students  going 
through  medical  schools  was  set  in  the  1960's  when  we  thought  we 
had  a  shortage  of  doctors.  We  are  turning  out  16,000  doctors  a 
year,  but  the  preponderance  are  going  into  specialties.  If  we  cannot 
redirect  that  crop,  then  there  is  not  a  reason  to  leave  that  through 
put  at  16,000  a  year.  It  should  be  reduced  to  some  number  that  can 
be  accommodated  in  the  pattern  that  is  being  generated. 

So  I  think  a  rational  system  is  either  schools  are  able  to  redirect 
toward  primary  care  or  reduce  their  numbers  and  redirect  some  of 
the  resources  into  areas  that  can  generate  primary  care  coverage. 

Senator  LuGAR.  In  other  words,  we  are  getting  an  oversupply  at 
16,000  as  it  stands  of  physicians.  And  you  are  suggesting  if  we  did 
not  get  the  redirection,  that  a  lesser  number  would  be 

Dr.  Myers.  Now  80  to  85  percent  of  those  folks  are  going  into 
specialties,  so  there  is  not  a  reason  to  continue  at  16,000.  We 
should  probably  redirect  some  of  those  resources  into  PA  and  nurse 
practitioner  training  if  that  will  do  a  better  job.  But  I  would  sort 
of  try  to  put  it  in  the  framework  of  recognizing  that  medical  edu- 
cation reform  probably  needs  to  be  approached  in  partnership  with 
the  States  because  they  own  about  two-thirds  of  the  medical 
schools.  And  the  Federal  Government  does  not  have  good  tools  for 
working  on  medical  school  incentives. 

On  the  other  hand,  the  graduate  medical  education  piece  is  a 
major  Federal  activity  and  right  now  we  have  that  hopelessly  en- 
tangled with  hospital  reimbursement.  It  is  important  to  tease  out 
the  parts  that  have  to  do  with  training  and  treat  those  as  training, 
and  also  regard  the  appropriate  large  hospital  subsidies  that  per- 
haps are  required  but  separate  those  out  so  that  the  hospital  driv- 
ers do  not  dominate  the  whole  training  package. 

Senator  LuGAR.  Very  helpful. 

Mr.  Crittenden.  I  would  like  to  just  make  one  very  short  com- 
ment. I  come  from  a  medical  school  that  is  one  of  the  best  and  big- 
gest research  institutions  in  the  country.  I  think  we  rate  in  the  top 
five  to  six,  as  far  as  all  of  our  grants.  It  is  a  huge  part  of  the  uni- 
versity. It  is  a  big  university.  As  well,  we  are  number  one  or  near 
the  top  as  far  as  our  production  of  primary  care  providers.  What 
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we  are  talking  about  is  a  balance.  No  medical  school  class  is  going 
to  train  all  primary  care  or  probably,  hopefully,  in  the  future,  not 
all  specialists  either. 

The  Chairman.  What  percentage  of  your  graduating  class  has 
primary  care? 

Mr.  Crittenden.  53  percent.  The  important  thing  to  understand 
is  that  we  need  to  look  all  away  along  the  pipeline.  And  I  just 
wanted  to  point  out  quickly,  there  is  some  testimony  from  one  of 
my  colleagues  that  was  submitted  from  the  AAFP.  It  describes  the 
programs  that  we  have  put  in  place,  where  they  are,  all  the  way 
from  K-12,  involving  ourselves  with  students  in  college  bringing 
underrepresented  minorities  and  getting  them  into  the  program. 

Going  out  and  admitting,  going  through  the  admission  process, 
getting  the  right  people  that  would  work  in  rural  and  medically  un- 
derserved  areas.  And  then  during  the  medical  school,  there  are  also 
support  programs.  And  after  they  graduate,  there  are  programs  to 
support  providers — community  development,  all  of  those  things.  It 
is  a  whole  continuous  thing.  And  it  is  not  one  where  we  tell  any- 
body they  have  to  go  to  a  certain  place.  The  point  only  is  is  that 
if  you  put  the  right  incentives  and  have  a  reasonable  program, 
there  is  nothing  conflicting  between  having  a  good  research  institu- 
tion, training  some  of  the  best  specialists  in  the  country,  and  yet 
really  addressing  the  primary  care  needs  of  this  country. 

Senator  Lugar.  At  the  time  of  admissions,  is  a  part  of  your  pro- 
gram to  ask  people,  do  you  have  a  desire  to  be  a  doctor  in  the  coun- 
try? In  other  words,  I  follow  that  if  you  are  working  all  the  way 
from  the  12th  grade  onward  to  discover  people's  aspirations  and  try 
to  see  what  their  inkling  is,  then  it  is  not  very  coercive  at  the  end 
of  the  trail.  They  have  been  on  the  track  of  the  program  through- 
out. But  I  am  just  curious.  Is  there  counseling  of  people  that  are 
coming  in?  Are  you  making  sort  of  a  screening  at  the  beginning  of 
the  medical  school? 

Mr.  Crittenden.  It  is  based  on  an  incentive  process.  We  go  out 
and  we  try  to  go  to  rural  communities  and  get  kids  who  are  in  high 
school  interested  in  medicine. 

Senator  Lugar.  So  you  go  out  to  the  rural  community  itself? 

Mr.  Crittenden.  Right.  And  then  we  also  have  programs  where 
when  they  are  in  college  we  bring  under-represented  minorities 
from  different  colleges  in  for  summer  programs  where  we  help 
them  address  some  of  the  academic  issues  and  make  sure  they  are 
qualified.  Because  we  do  not  accept  unqualified  students.  And  as 
well,  we  increase  the  pool,  the  potential  pool  of  applicants.  So  that 
when  we  do  go  to  the  admissions  process,  we  have  well  qualified 
people  who  are  from  rural  and  underserved  populations.  Then  the 
choice  is  a  lot  easier.  And  it  is  not  one  of  coercion  or  anything  like 
that. 

In  fact,  I  think  the  worse  question  you  can  ask  is  to  swear  to  the 
canon  or  the  litany  that,  yes,  I  will  go  do  something.  I  think  you 
always  get  the  answer,  if  you  asked  the  question,  and  if  they  know 
what  the  answer  should  be.  And  what  you  really  need  to  do  is  look 
at  people  and  what  you  think  their  interests  are.  In  fact,  there  has 
been  some  research  around  here.  But  they  actually  looked  and 
found  that  people  who  are  interested  in  people  do  more  primary 
care.  And  people  interested  in  science  do  more  science  and  become 
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specialists.  So  that  obviously  is  something  we  ask  about  people 
when  they  are  applying. 

Senator  Lugar.  Thank  you. 

Dr.  Myers.  If  I  might,  just  through  historical  accident,  I  was  in- 
volved with  that  program  for  about  15  years.  Just  let  me  make  two 
points.  It  is  a  four-State  program.  And  the  States  of  Alaska,  Mon- 
tana, and  Idaho  every  year  have  to  make  appropriations  to  pay  for 
their  shares.  And  that  ties  in  with  the  institutional  accountability, 
the  States'  arguments  that  I  was  making.  Everybody  in  the  medical 
school  is  a  little  tiny  bit  aware  that  there  are  $5  million  a  year 
coming  in  on  the  basis  of  service  going  back  to  the  States.  And  that 
really  does  increase  the  legitimacy  of  a  State  responsive  orientation 
within  the  school. 

The  other  is  that  major,  major  parts  of  that  educational  process 
take  place  in  middle-size  communities.  And  students  are  aware 
that  reasonably  intelligent  people  choose  not  to  live  in  major  metro- 
politan areas  for  good  reasons,  and  that  tenor  is  instilled  all 
through  the  process.  So  I  think  there  are  lessons  to  be  learned  from 
that. 

Mr.  Van  Hook.  May  I  add  one  more  thing.  I  am  sorry.  There  is 
coercion,  and  there  is  coercion.  I  mean,  there  is  a  kind  of  coercion 
that  occurs  when  a  rural  person  in  some  part  of  your  State  cannot 
find  a  primary  care  doctor  or  a  rural  community  cannot  find  a  pri- 
mary care  doctor  because  the  publicly-supported  medical  school  is 
not  doing  the  right  thing,  which  in  this  case  also  corresponds  with 
reasonably  good  public  policy.  I  think  that  for  publicly  supported 
institutions,  it  makes  some  sense  for  us  to  try  to  align  their  mis- 
sion with  what  is  good  public  policy.  We  should  try  to  do  it  sensi- 
tively, and  with  as  many  carrots  as  possible,  but  the  object  is  to 
bring  those  two  things  into  line. 

Mr.  Human.  Senator  Lugar,  one  other  point  in  this  is  the  point 
that  you  made  earlier  which  really  ought  to  be  a  part  of  the  public 
record  talking  about  the  changes  that  were  made  in  the  University 
of  Indiana  Medical  School  which  have  resulted  in  a  substantial  in- 
crease in  the  number  of  doctors  who  are  going  into  primary  care 
and  into  rural  areas.  We  really  know  how  to  do  this  now.  There  are 
a  lot  of  different  methods  that  are  used  by  a  lot  of  different  State- 
supported  medical  schools  that  are  working  and  it  is  important 
that  we  try  to  transfer  those  methods  to  all  State-supported  medi- 
cal schools  in  order  to  meet  the  needs  of  our  rural  communities. 

Senator  Lugar.  I  appreciate  that  point.  You  have  to  be  advocates 
in  any  way  you  wish.  But  to  the  extent  that  people  make  choices, 
and  you  may  say  they  make  the  right  choices  if  the  right  alter- 
natives, the  framework  is  there  to  guide  them.  This  is  important. 
I  just  perceive  that  to  the  extent  we  get  into  an  argument  over  co- 
ercion and  the  thought  that  people's  careers  are  going  to  be  di- 
rected by  Government,  you  can  say,  well  after  all  the  public  is  pay- 
ing for  it.  By  golly  we  ought  to  be  pushing  and  shoving  this  way. 
That  is  going  to  be  less  and  less  politically  acceptable. 

It  seems  to  me  the  highlights  of  what  you  have  brought  out  in 
your  testimony  are  that  four-State  compacts  are  useful,  because 
there  are  a  variety  of  things  occurring  in  America.  The  Federal  sys- 
tem is  broad  and  that  is  one  of  the  beauties  of  it.  We  do  it  in  dif- 
ferent ways.  In  many  ways,  people  are  being  drawn  to  rural  prac- 
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tice,  but  it  takes  some  effort  obviously  on  the  part  of  people  in  med- 
ical schools  or  in  health  systems  generally  to  have  inculcated  early 
on  some  reasons  why  people  would  make  those  choices. 

Mr.  Human.  One  more  thing  in  that  regard.  You  know  in  recent 
years,  some  folks  who  have  graduated  from  medical  schools  and 
wanted  to  go  into  a  particular  specialty,  a  sub-specialty,  have  not 
been  able  to  get  in,  because  the  residencies  are  filled  up.  So  a  little 
bit  unhappy,  they  have  turned  to  primary  care.  I  am  not  sure  that 
it  would  be  a  tragedy  for  those  medical  students  or  for  the  country 
at  large  if  we  turned  that  around.  Right  now  if  we  got  the  numbers 
of  people  going  into  primary  care  residencies  that  most  of  us  think 
ought  to  go  in,  there  would  not  be  enough  slots  for  them  either.  So 
changing  it  so  that  we  make  available  some  more  slots,  even  if  we 
have  to  give  up  a  few  cardiology  and  anesthesiology  and  whatever 
slots,  might  be  a  good  idea. 

The  Chairman.  Thank  you  all  very  much.  I  appreciate  you  being 
here.  We  will  keep  the  record  open  for  a  week.  If,  when  you  get 
home,  you  suddenly  think,  my  gosh,  why  did  I  not  add  this  point, 
send  it  to  us.  We  will  keep  the  record  open  for  a  week  for  any  fur- 
ther testimony.  Thank  you. 

[Whereupon,  at  5:22  p.m.,  the  committee  adjourned.] 
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PREPARED  STATEMENTS 

Congresswoman  Jill  Long,  U.S.  Representative  from  Indiana 

I  appreciate  the  opportunity  to  testify  today  about  including  provisions  in  health 
care  reform  to  address  the  needs  of  rural  areas.  I  commend  the  Committee  for  hold- 
ing this  hearing  to  focus  attention  on  this  important  issue.  As  Chair  of  the  Congres- 
sional Rural  Caucus,  I  am  acutely  aware  of  the  level  of  concern  that  Members  of 
Congress  have  about  improving  the  status  of  health  care  in  rural  areas  of  our  coun- 
try. 

With  over  25  percent  of  the  population  in  our  Nation  living  in  rural  areas,  it  is 
crucial  that  reform  take  into  consideration  the  unique  problems  in  rural  areas.  As 
many  of  my  colleagues  know,  the  primary  discussion  in  rural  areas  about  health 
care  reform  is  not  focused  on  the  structure  of  alliances  or  the  composition  of  the 
standard  benefits  package,  but  is  concerned  about  the  financial  stability  of  the  local 
hospital  or  recruitment  of  a  new  town  doctor. 

In  the  past,  the  Congress  has  attempted  to  address  the  health  care  needs  of  rural 
America  through  the  creation  of  several  programs  such  as  the  National  Health  Serv- 
ice Corps,  Community  and  Migrant  Health  Centers,  and  the  Essential  Access  Com- 
munity Hospital  and  Rural  Primary  Care  Hospitals.  In  fact,  48  percent  of  rural  hos- 
pitals are  currently  designated  as  Sole  Community  Providers,  Rural  Referral  Cen- 
ters or  Medicare  dependent.  While  these  programs  have  served  to  improve  access 
to  services  in  areas  where  they  are  located,  they  are  only  piecemeal  attempts  to  ad- 
dress a  problem  that  needs  a  broader,  more  long-term  approach.  Development  of  the 
needed  infrastructure  for  an  effective  delivery  system  would  improve  and  stabilize 
the  status  of  health  care  in  rural  areas  for  the  future.  This  is  not  only  necessary 
for  the  physical  health  of  rural  residents,  but  also  for  the  economic  health  of  rural 
communities.  Unfortunately,  the  issue  of  rural  health  care  has  been  overshadowed 
by  discussion  about  employer  mandates,  health  alliances,  and  managed  competition. 

As  my  colleagues  know,  the  problems  in  rural  America  are  many  and  complex. 
In  order  to  have  an  clear  understanding  of  the  need  for  reform,  it  is  necessary  to 
first  look  at  the  current  situation  of  health  care  in  rural  areas. 

Shortage  of  Providers 

Many  rural  communities  have  found  it  increasingly  difficult  to  recruit  and  retain 
physicians  and  other  health  professionals.  For  a  variety  of  reasons,  such  as  profes- 
sional isolation,  lower  financial  rewards  and  lack  of  preparation  for  rural  practice, 
providers  have  been  reluctant  to  locate  and  remain  in  rural  areas. 

In  January  of  1992,  there  were  141  counties  in  our  Nation  without  a  single  physi- 
cian. The  population  in  these  counties  totals  510,000.  The  Department  of  Health 
and  Human  Services  has  identified  2,448,  mostly  rural,  primary  care  health  profes- 
sions shortage  areas.  It  would  take  4,559  generalist  physicians  to  eliminate  these 
shortage  designations.  In  fact,  in  1988,  28.4  percent  of  the  nonmetropoUtan  popu- 
lation lived  in  areas  designated  to  have  a  shortage  of  primary  care  physicians,  com- 
pared to  9.5  percent  of  the  metropolitan  population.  Not  only  are  primary  care  pro- 
viders needed  in  rural  areas,  but  nurses,  dentists  and  mental  health  professionals 
are  also  seriously  lacking. 
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If  circumstances  remain  unchanged,  the  dearth  of  providers  will  only  become 
worse  in  coming  years  because  a  large  percentage  of  practicing  generalist  physicians 
are  within  5  years  of  retirement.  While  many  reform  proposals  contain  provisions 
to  increase  the  number  of  primary  care  providers,  we  cannot  simply  increase  the 
number  of  primary  care  providers  and  expect  them  to  locate  in  rural  areas.  A  reform 
system  that  emphasizes  primary  and  preventive  care  will  naturally  demand  more 
primary  care  physicians  in  all  areas.  Established  health  care  systems,  most  likely 
in  urban  areas,  will  be  in  the  best  position  to  compete  for  these  providers.  Incentives 
to  locate  in  rural  areas,  combined  with  training  in  rural  settings,  may  adequately 
address  this  concern. 

Financial  Condition  of  Rural  Hospitals 

Between  1980  and  1990,  330  rural  hospitals  in  this  country  closed.  In  1991,  45 
hospitals  closed,  of  which  29  were  located  in  rural  areas.  Nearly  three-fourths  of 
rural  hospitals  have  fewer  than  100  beds.  These  small  hospitals  are  particularly  dif- 
ficult to  keep  financially  viable  because  they  have  the  fewest  admissions,  the  lowest 
occupancy,  and  the  highest  expenses  per  inpatient  day  of  all  rural  hospitals. 

Rural  hospitals  are  also  excessively  dependent  on  Medicare  pajonents.  In  fact,  in 
rural  hospitals  today.  Medicare  payments  account  for  approximately  40  percent  of 
net  patient  revenue.  Projected  savings  from  Medicare  contained  in  several  health 
care  reform  proposals,  without  corresponding  reductions  in  costs,  would  place  a  dis- 
proportionate burden  on  rural  hospitals. 

Rural  hospitals  and  clinics  are  also  losing  their  paying  patients  to  urban  areas, 
leaving  the  local  facilities  to  contend  with  low  occupancy  rates  and  a  high  proportion 
of  patients  who  cannot  pay  the  full  costs  of  their  care. 

Rural  Residents  More  Likely  to  be  Elderly,  Poor  and  Uninsured 

The  demographic  and  economic  characteristics  of  rural  residents  also  contribute 
greatly  to  the  current  problems  associated  with  health  care  in  rural  areas.  For  ex- 
ample, 13  percent  of  rural  residents  are  65  years  of  age  or  older  compared  to  10.7 
percent  of  urban  residents. 

Based  on  the  1990  census,  16.8  percent  of  non-metropolitan  county  residents  are 
below  the  poverty  level,  compared  to  12  percent  of  residents  of  metropolitan  coun- 
ties. In  addition,  23.7  percent  of  non-metro  county  residents  are  between  100-200 
percent  of  poverty  level,  compared  to  16.1  percent  of  metropolitan  counties. 

In  1988,  16.9  percent  of  all  non-elderly  rural  residents  had  no  health  insurance 
coverage,  compared  with  15.4  of  non-elderly  urban  residents.  Rural  poor  are  also 
less  hkely  to  have  Medicaid  coverage;  38.7  percent  of  rural  poor  people  had  Medic- 
aid coverage  in  1988,  compared  to  44.8  percent  among  urban  poor.  Contributing  to 
the  high  level  of  uninsured,  rural  residents  are  more  likely  to  be  employed  in  jobs 
that  do  not  provide  health  care  coverage;  10.55  percent  of  non-metropolitan  em- 
ployed persons  are  self-employed  and  40.9  percent  of  non-metropolitan  employed 
persons  are  employed  in  firms  with  100  or  fewer  employees. 

Because  the  rural  population  is  disproportionately  older  and  poorer,  rural  provid- 
ers are  more  dependent  on  the  Medicare  program.  The  inadequacy  of  Medicare  pay- 
ment rates  will  increasingly  result  in  access  problems  for  Medicare  beneficiaries  in 
rural  areas,  especially  in  regard  to  primary  care.  Nearly  30  percent  of  family  physi- 
cians now  report  that  they  no  longer  accept  new  Medicare  patients. 

An  effective  rural  delivery  system  must  coordinate  and  integrate  local  resources 
in  order  to  minimize  duplication,  contain  costs  and  assure  access  to  a  comprehensive 
range  of  services.  Such  a  system  must  also  allow  for  flexibility  for  systems  to  be 
adapted  to  the  varying  characteristics  of  rural  areas  and  ensure  local  accountability 
for  accessibility  of  care.  To  guarantee  that  over  the  long-run,  rural  concerns  are 
factored  into  changes  to  our  health  care  system,  organizations  that  are  responsible 
for  the  oversight  and  administration  of  health  care  should  contain  rural  representa- 
tion. 

Reform  legislation  must  take  into  consideration  the  fact  that  providers  in  rural 
areas  will  need  additional  assistance  in  adapting  to  a  new  system.  In  addition,  any 
new  requirements  for  information  reporting  or  quality  of  care  must  take  into  ac- 
count the  resources  available  in  rural  areas.  As  anyone  who  has  talked  to  a  rural 
doctor  recently  will  tell  you,  they  are  very  concerned  that  reform  will  lead  to  more 
regulations  and  may  not  make  it  financially  feasible  for  them  to  stay  in  business. 

Again,  I  am  pleased  that  the  Committee  is  holding  this  hearing  today.  The  provi- 
sions of  health  care  reform  that  are  intended  to  address  health  care  in  rural  areas 
need  and  deserve  attention  such  as  this.  These  provisions  are  extremely  important 
to  the  numerous  communities  across  our  Nation  that  have  experienced  the  closure 
of  their  only  hospital  or  the  loss  of  their  town  doctor. 
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There  is  certainly  the  potential  to  greatly  improve  access  to  quality  care  in  rural 
areas  through  the  creation  of  networks  of  providers  and  the  implementation  of  new 
technologies,  such  as  telemedicine.  While  we  may  not  agree  on  the  framework  for 
health  care  reform,  I  hope  that  we  can  work  in  a  bipartisan  manner  to  address  the 
needs  of  rural  Americans. 


Robert  E.  Boyer,  M.D. 

Good  afternoon.  Senator  Leahy  and  members  of  the  committee,  I  am  Robert  E. 
Boyer,  M.D.,  and  I  am  from  Wichita,  Kansas.  It  is  my  privilege  appear  before  vou 
today  and  address  the  health  care  needs  of  rural  communities  and  the  providers 
that  serve  them. 

Rural  primary  care  physicians  have  the  hardest  job  in  Kansas.  They  work  the 
longest  and  most  unpredictable  hours.  They  work  in  relative  isolation.  They  live 
with  the  greatest  degree  of  uncertainty,  never  knowing  what  kind  of  medical  prob- 
lem is  going  to  walk  through  the  door  or  if  the  resources  are  going  to  be  there  to 
handle  what  shows  up.  Their  breadth  of  knowledge  must  be  expansive;  they  must 
constantly  update  their  knowledge  and  skills.  And,  they  must  efficiently  manage  an 
office,  mastering  coding,  computers,  accounting,  finances,  and  human  resources. 
Often,  they  work  with  hospital  administrators  and  hospital  boards  that  are  not  al- 
ways familiar  with  the  rapidly  changing  world  of  medicine.  Not  infrequently,  they 
share  their  lives  with  spouses  who  feel  suffocated,  trapped,  or  left  out.  Their  fami- 
lies are  under  intense  scrutiny  by  the  entire  community.  And,  their  standing  in  the 
community  often  impels  them  to  service  on  school  boards,  bank  boards,  and  a  host 
of  other  community  service  boards.  I  know  one  solo  Kansas  physician  who  is  also 
fire  chief.  Rural  physicians  do  all  this  for  the  lowest  pay,  under  the  most  adverse 
working  conditions,  and  for  the  least  prestige  accorded  in  the  medical  community. 

People  often  ask  what  can  we  do  to  get  more  physicians  interested  in  rural  prac- 
tice. The  real  question  is,  "Why  does  anyone  choose  to  practice  medicine  in  rural 
Kansas?"  The  barriers  to  rural  practice  are  so  high  that  only  someone  with  a  mis- 
sionary's zeal  could  be  expected  to  scale  them.  There  are  those  who  are  willing  to 
take  up  rural  practice  despite  all  the  disincentives,  but  many  of  them  eventually 
grow  weary.  I  have  spent  28  years  in  rural  practice  watching  not  only  my  partners 
but  many  other  badly  needed  rural  physicians  "throw  in  the  towel"  after  struggUng 
to  provide  services  to  small,  isolated  communities.  If  you  want  more  physicians  to 
enter  rural  practice  and  stay  there,  then  you  will  have  to  make  sure  that  those  bar- 
riers come  down. 

My  own  situation  is  somewhat  atypical  in  that  I  grew  up  in  the  city  but  elected 
a  career  in  rural  primary  care.  I  am  a  graduate  of  the  University  of  Kansas  School 
of  Medicine.  After  a  two-year  stint  in  the  Army  in  Fairbanks,  Alaska,  I  visited  mul- 
tiple practice  opportunity  sites  in  several  States  over  a  several  month  period  and 
finally  chose  Kingman,  Kansas.  Kingman  is  a  town  of  about  3500  population  located 
40  miles  west  of  Wichita.  Its  economy  is  based  in  agriculture,  but  there  are  also 
some  oil  and  gas  wells  and  a  smattering  of  hght  industry.  The  choice  of  Kingman 
over  the  other  communities  I  looked  at  was  largely  personal.  My  brother  lived  there. 
My  father  was  bom  in  Kingman,  and  my  grandfather  was  superintendent  of  schools. 
I  had  other  friends  and  relatives  living  in  Kingman. 

I  also  had  tremendous  respect  for  the  two  physicians  living  in  Kingman  with 
whom  I  would  practice.  They  were  both  ideal  role  models  for  me.  With  a  great  deal 
of  enthusiasm,  I  joined  their  practice  in  1965.  By  1969,  one  of  them  was  sufficiently 
discouraged  and  exhausted  by  the  demands  of  rural  practice  that  he  left  to  take  a 
position  as  a  State  Depeirtment  physician.  Two  years  later,  the  other  physician  suc- 
cumbed to  similar  circumstances  and  left  to  take  a  faculty  position  with  a  family 
practice  residency  program  at  the  University  of  Kansas. 

I  spent  the  next  two  years  in  solo  practice.  During  this  time,  I  worked  eighty 
hours  a  week.  The  call  schedule  resulted  in  my  being  up  during  the  night  an  aver- 
age of  three  nights  per  week.  In  rural  emergency  rooms  you  are  likely  to  see  every- 
thing from  sniffles  to  severed  limbs.  Our  most  frequent  emergencies  were  the  re- 
sults of  serious  oil  field  and  automobile  accidents,  farm  injuries,  and  cardiac  emer- 
gencies. In  these  situations,  the  margin  for  error  is  nil,  and  there  is  no  one  else  to 
turn  to.  I  was  less  than  forty  years  of  age  at  the  time,  and  I  had  the  mental  and 
physical  strength  to  actually  enjoy  this  period  in  my  life.  Also,  a  nurse  in  our  office 
completed  a  nurse  practitioner  program  and  returned  to  be  career-long  assistant 
and  team  member.  Her  presence  probably  kept  me  in  rural  practice  for  many  addi- 
tional years. 

Eventually,  two  excellent  board-certified  family  physicians  joined  me,  and  we  con- 
tinued in  practice  together  until  1993.  Over  the  years,  just  about  anything  that 
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could  have  presented  to  our  practice  did.  We  cared  for  people  of  all  ages,  both  gen- 
ders and  with  almost  every  imaginable  condition.  Our  patients  ranged  from  the 
"worried  well"  to  those  who  faced  up  to  hopelessly  fatal  conditions  in  the  most  awe- 
inspiring  stoic  and  dignified  manner.  What  never  changed  was  the  constantly  heavy 
demand  and  unpredictability  of  what  condition  we  might  face  at  any  moment. 

But  once  again,  the  strain  of  rural  practice  got  to  my  partners.  One  left  to  take 
a  position  as  medical  director  of  a  chemical  dependency  unit  in  Wichita,  and  the 
other  left  to  accept  a  faculty  position  at  a  Colorado  family  practice  residency.  They 
both  left  Kingman  with  a  sense  of  frustration  and  exhaustion. 

If  it  had  been  possible  to  do  so,  my  first  choice  would  have  been  to  continue  in 
rural  practice  while  gradually  reducing  the  number  of  office  hours,  the  time  spent 
on  call,  the  number  of  deliveries,  and  other  practice  demands.  But,  this  plan  turned 
out  to  be  impossible.  Unfortunately,  the  current  liability  situation  in  this  country 
does  not  allow  for  practicing  medicine  on  a  part-time  basis.  For  example,  it  would 
have  required  me  to  do  twenty  deliveries  a  year  just  to  pay  the  additional  mal- 
practice insurance  premium  required  for  obstetrics.  I  did  not  have  the  energy  or  de- 
sire to  take  on  that  many  more  obstetrical  patients,  so,  in  1988,  I  made  the  difficult 
decision  to  drop  OB  from  my  practice.  When  I  started  practice  in  1965,  my  annual 
malpractice  premium  was  $300.  When  I  quit  doing  deliveries  in  1988,  it  was 
$16,000.  This  outrageous  increase  occurred  despite  that  fact  that  I  was  never  sued 
or  even  threatened  with  a  suit. 

I  began  to  reduce  my  clinic  hours  and  my  time  in  the  hospital,  but  I  felt  that  this 
was  being  unfair  to  other  physicians  in  the  community,  wno  were  having  to  bear 
a  greater  share  of  the  burden,  and  to  my  patients,  who  were  having  to  make  other 
arrangements  for  their  care.  Leaving  rural  practice  became  the  only  reasonable  al- 
ternative. 

The  opportunity  to  "escape"  rural  practice  came  in  the  winter  of  1992,  when  I  ap- 
plied for  a  new  position  with  the  University  of  Kansas  School  of  Medicine  as  "Physi- 
cian Coordinator  for  Rural  Health."  Shortly  after,  I  was  also  asked  to  serve  as  medi- 
cal director  of  a  small  HMO  in  Wichita.  Both  are  part-time  positions.  When  I  quit 
fractice  completely  last  December,  my  weekly  worlc  hours  dropped  from  60  to  20, 
no  longer  had  any  weekend  or  night  call,  and  my  income  increased  to  more  than 
I  was  earning  on  a  full-time  basis  in  an  active  rural  practice! 

I  stuck  it  out  in  Kingman  for  twenty-eight  years,  out  of  loyalty  to  a  community 
I  had  come  to  know  and  love  and  for  which  I  felt  a  great  deal  of  personal  as  well 
as  professional  responsibility.  It  gets  personal  between  a  rural  doctor  and  the  com- 
munity he  cares  for.  During  those  years,  I  was  coroner  and  served  on  a  bank  board, 
the  recreation  board,  the  Kansas  Area  Resources  Education  board,  and  the  State 
Blue  Cross-Blue  Shield  board.  Overall,  I  enjoyed  mv  practice  in  Kingman,  and  I  do 
not  regret  my  choice  to  locate  there.  However,  the  last  five  years  were  increasingly 
difficult,  and  I  simply  no  longer  had  the  energy  to  meet  all  the  demands  of  rural 
practice.  It  was  a  tremendous  personal  relief  to  quit.  I  do  not  intend  to  ever  return 
to  practice  in  Kingman  or  anywhere  else. 

Physicians  in  Kansas  choose  rural  primary  care  for  basically  two  reasons.  The 
first  is  a  matter  of  personal  choice.  The  physician  may  return  to  his  or  her  home 
town  or  to  a  spouses  home  town.  It  may  be  a  community  where  relatives  live,  or 
where  he  or  she  attended  a  summer  camp,  or  even  where  there  had  been  a  good 
experience  on  a  custom  cutting  crew  in  hign  school.  Whatever  the  reason,  the  physi- 
cian often  makes  this  choice  oased  on  some  emotional  tie  from  his  past,  and  this 
attraction  is  strong  enough  to  override  all  the  negative  conditions  mentioned  above 
and  good  common  sense,  to  boot.  The  second  reason  emanates  from  that  same  mis- 
sionary zeal  that  prompts  someone  to  go  to  medical  school  in  the  first  place.  The 
idealistic  image  of  providing  comprehensive  care  where  it  is  most  needed  and  where 
the  demands  are  the  greatest  almost  compels  the  physician  to  choose  a  rural  prac- 
tice; assuming  that  the  medical  school  process  does  not  erase  this  idealism,  which 
it  often  inadvertently  does. 

It  must  be  noted,  however,  that  many  physicians  who  start  out  in  medical  school 
visualizing  themselves  in  rural  practice  wind  up  taking  a  different  road.  Little  hap- 
pens in  medical  school  to  support  an  inclination  toward  rural  family  practice,  and, 
often,  the  training  that  is  available  is  inappropriate  for  rural  practice.  In  the  major- 
ity of  medical  schools,  the  teaching  is  done  largely  by  narrow  subspecialists,  who 
tend  to  focus  on  the  relatively  unusual  conditions  seen  at  large  medical  centers. 
And,  most  residency  programs,  with  the  exception  of  family  practice,  do  the  bulk 
of  their  training  in  hospitals  and  not  in  the  community-based  ambulatory  settings 
that  typify  rural  practice.  There  is  no  mystery  why  these  things  happen.  The  Fed- 
eral Government  only  pays  hospitals  to  do  residency  training.  No  one  else  is  eligible 
for  funding.  As  long  as  you  pay  only  hospitals  to  train  residents,  you  will  never  have 
a  remotely  adequate  supply  of  rural  family  physicians.  The  whole  training  system 
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currently  operates  to  steer  doctors  clear  of  the  rocky,  rutted,  but  infinitely  interest- 
ing road  that  is  a  career  in  rural  primary  care. 

It  is  not  just  the  training  programs  that  are  a  problem.  It  remains  a  puzzle  to 
all  of  us  involved  in  rural  health  whey  rural  providers  are  not  reimbursed  at  a  rate 
equal  to  their  urban  counterparts.  The  cost  of  practice  is  no  less  in  rural  areas  than 
in  the  city.  This  is  especially  true  for  Medicare  payments.  Rural  communities  typi- 
cally have  more  elderly  people,  and  when  the  economy  in  a  rural  community  goes 
bad  and  the  young  people  leave  to  find  new  jobs,  the  proportion  of  elderly  goes  even 
higher.  Approximately  40  percent  of  my  practice  in  Kingman  was  Medicare,  which 
is  nigh,  but  it  is  not  nearly  as  high  as  many  other  rural  communities  where  it  can 
reach  sixty  or  seventy  percent.  Even  with  the  new  fee  schedule.  Medicare  office  visit 
fees  do  not  cover  costs,  so,  if  most  of  your  patients  are  on  Medicare,  it  is  impossible 
to  make  ends  meet.  In  all  fairness,  rural  physicians  should  be  reimbursed  at  a  high- 
er rate  than  urban  physicians.  Making  sure  that  everyone  has  adequate  health  in- 
surance will  certainly  help,  but  any  new  health  care  plan  must  correct  the  existing 
payment  inequity  so  as  not  to  discourage  young  physicians  from  choosing  rural 
health  challenges  as  a  legitimate  option  in  their  chosen  profession. 

The  paperwork  burden  must  be  reduced.  When  I  started  practice,  I  worked  Mon- 
day through  Friday  seeing  scheduled  patients  and  then  spent  one  or  two  hours  on 
Saturday  morning  doing  paperwork  and  other  non-patient  care  related  activities.  By 
the  time  I  quit  practice,  for  every  two  hours  I  spent  seeing  patients,  I  spent  an  addi- 
tional hour  doing  other  tasks  associated  with  the  practice  but  having  nothing  to  do 
with  patient  care.  And,  when  you  add  to  this  additional  paperwork  burden  of  CLIA 
and  OSHA,  it  is  no  wonder  that  working  40  hours  per  weeK  for  an  HMO  begins  to 
look  very  attractive. 

Most  physicians  who  choose  rural  practice  make  that  decision  before  entering 
medical  school.  If  they  survive  the  medical  school  environment,  and  if  they  survive 
the  temptations  during  their  residency  training  to  switch  to  another  specialty  or  to 
take  the  easier  road  into  urban  practices;  they  may  finally  enter  the  challenging 
world  of  the  rural  primary  care  physician.  Unfortunately,  again,  many  do  not  stay. 
The  commitment  that  carried  them  through  training  and  into  rural  practice  becomes 
a  commitment  to  60  to  80  hour  work  weeks  with  an  "on-call"  schedule  that  may  in- 
clude 24  a  day,  7  days  a  week.  The  extraordinary  demands  of  rural  practice  may, 
at  first,  present  an  exciting  challenge,  but,  after  a  period  of  time,  the  burdens  get 
heavier  and  heavier.  The  rewards  get  less  and  less.  All  the  rules  and  regulations 
take  the  heart  out  of  practice.  Physicians  "bum-out,  "  ending  up  exhausted,  discour- 
aged, and  unfulfilled.  The  zeal  that  held  their  commitment  to  rural  practice  weak- 
ens, they  start  looking  for  other  options,  and  before  long,  they  are  no  longer  a  rural 
primary  care  physician. 

When  a  rural  physician  begins  to  burn  out,  a  host  of  opportunities  for  change 
arise.  The  experienced,  successful,  rural  physician  is  the  most  sought-after  physician 
for  managed  care  companies  and  other  medical  institutions  of  all  kinds.  Their 
breadth  of  knowledge  and  experience  makes  them  prime  candidates  for  jobs  such 
a  medical  directors,  faculty,  and  medical  administrators.  These  administrative  jobs 
are  very  attractive  at  this  point,  because  they  offer  shorter  work  hours  and  fewer 
demands  and  often  pay  more  than  the  physician  made  in  active  rural  practice. 

Even  though  staff  model  HMOs  are  not  especially  prominent  in  Kansas,  they  cer- 
tainly are  elsewhere,  and  they  may  emerge  in  Kansas  in  the  near  future.  Some  of 
these  HMOs  "buy-up"  entire  classes  of  family  physicians,  offering  very  competitive 
salaries  and  working  conditions  that  are  much  more  predictable  and  much  less 
stressful  than  anything  found  in  rural  Kansas.  Whether  or  not  we  get  health  re- 
form, managed  care  and  HMOs  are  going  to  grow  and  are  going  to  need  more  family 
physicians.  If  HMOs  are  recruiting  the  new  graduates,  who  will  be  left  to  opt  for 
rural  practice?.  In  Kansas,  we  lose  young  physicians  to  medical  school  faculties, 
large  multispecialty  clinics,  who  need  a  referral  base,  and  to  hospital-clinic  networks 
for  the  same  reason.  Years  ago,  the  Kansas  legislature  developed  a  "Kansas  Scholar- 
ship Program"  to  financially  encourage  physicians  to  choose  practice  in  under-serv- 
ice  areas.  There  were  financial  penalties  if  the  physicians  did  not  accept  their  com- 
mitment. Yet,  often  these  large  multi-specialty  clinics  and  networks  "purchased"  the 
debt  of  the  physicians  so  that  they  could  join  their  group  without  penalty. 

My  new  position  as  "Physician  Coordinator  for  Rural  Health"  for  Kansas  has  af- 
forded me  a  unique  opportunity  to  survey  rural  health  policy  issues  in  Kansas.  I 
am  in  the  process  of  trying  to  visit  every  community  in  Kansas  that  has  health  care 
available.  During  these  visits,  I  try  to  talk  with  administrators,  medical  staff,  hos- 
pital boards,  and  even  county  commissioners.  I  keep  them  informed  about  programs 
at  the  medical  school  that  have  been  developed  to  promote  rural  health  care  and 
to  improve  the  recruitment  and  retention  of  rural  physicians.  But,  most  of  what  I 
do  is  listen.  I  have  learned  that  every  community  has  its  own  unique  constellation 
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of  problems  and  resources.  Simple  global  solutions  simply  will  not  apply  to  every 
community.  I  try  to  share  what  I  learn  from  people  in  rural  commumties  with  the 
medical  school  with  the  hope  of  their  finding  some  real  solutions  for  the  problems 
of  rural  health  care  in  Kansas.  It  has  been  a  matter  of  great  personal  satisfaction 
to  see  this  process  draw  the  medical  school  closer  to  the  needs  of  rural  Kansas.  A 
sense  of  teamwork  and  united  effort  is  developing. 

The  State  of  Kansas  and  the  University  of  Kansas  School  of  Medicine  are  actively 
collaborating  on  programs  to  improve  rural  health  care.  The  Department  of  Rural 
Health  Services  and  Education  at  the  medical  school  sponsors  the  Kansas  Bridging 
Plan,  which  provides  financial  incentives  for  primary  care  residents  to  enter  rural 
practice.  The  program  is  three  years  old  and  has  placed  twenty  physicians  in  rural 
Kansas.  It  is  a  small  number  compared  to  the  need,  but  is  twenty  more  physicians 
than  would  have  been  there  otherwise.  Our  department  also  began  a  locum  tenens 
program  using  medical  school  faculty  to  relieve  rural  physicians.  This  program  has 
grown  rapidly,  and  the  demand  for  locum  tenens  physicians  already  greatly  exceeds 
the  supply.  Not  only  do  we  have  a  shortage  of  rural  physicians,  but  we  also  face 
a  shortage  of  those  who  are  able  to  provide  them  with  some  occasional  relief  We 
produce  a  quarterly  newsletter  for  rural  Kansas,  which  provides  news  about  the 
medical  school  and  programs  relevant  to  rural  issues.  Last  year,  we  sponsored  a 
"Practice  Opportunities  Conference,"  which  allowed  rural  communities  to  make  con- 
tact with  residents  and  medical  students.  We  will  continue  this  on  a  regular  basis. 

The  administration  of  the  medical  school  has  displayed  enthusiasm  for  rural  pro- 
grams and  has  made  a  genuine  commitment  to  promote  rural  health  and  primary 
care.  We  have  as  our  goal  to  make  the  University  of  Kansas  School  of  Medicine  the 
premiere  medical  school  in  the  country  for  primary  care.  To  this  end,  the  University 
of  Kansas  School  of  Medicine  has  applied  for  a  $  15  million  grant  from  the  Kansas 
Health  Foundation  to  restructure  the  medical  curriculum  and  promote  primary  care 
and  rural  health.  We  are  currently  in  the  planning  stages  and  nope  to  have  the  pro- 
posal ready  by  the  end  of  August.  The  Kansas  Health  Foundation  has  also  given 
grants  to  promote  education  of  nurse  practitioners  and  physician  assistants  with  an 
emphasis  on  rural  health  care.  This  remarkable  foundation  is  deeply  devoted  to 
rural  health  issues  and  provides  constant  encouragement  to  seek  real  solutions  for 
rural  Kansas. 

States  and  local  commumties  have  a  lot  to  offer  rural  health  care.  Rural  health 
in  most  areas  of  Kansas  survives  on  the  commitment  of  rural  communities  to  find 
creative  and  innovative  solutions  for  their  health  care  problems.  But  the  problem 
is  overwhelming  and  the  larger  system  needs  to  be  fixed.  However  well-intentioned 
Congress  may  nave  been,  Congress  erected  some  of  the  largest  barriers  to  rural 
health  care,  and  Congress  must  act  to  take  them  down.  Half  the  counties  in  Kansas 
are  underserved  by  any  standard  you  might  choose.  It  remains  a  great  mystery  to 
me  why  our  system  of  health  care  delivery  does  not  provide  for  a  proper  and  fair 
distribution  of  physicians.  There  are  lots  of  workable  solutions,  but  we  provide  few 
if  any  incentives  to  implement  them.  Instead,  we  overly  reward  high-tech,  sub- 
specialty-oriented,  urban  medicine. 

Virtually  all  the  problems  surrounding  rural  health  care  in  Kansas  center  on  the 
lack  of  adequate  providers  at  all  levels  of  care.  For  rural  health  to  not  just  survive, 
but  flourish,  we  must  find  ways  to  increase  the  incentives  for  physicians  and  other 
providers  to  commit  to  rural  health.  Despite  all  our  current  enorts,  we  continue  to 
have  a  net  loss  of  family  doctors  in  rural  Kansas.  One-quarter  of  the  members  of 
the  Kansas  Academy  of  Family  Physicians  are  within  5  years  of  retirement.  Because 
of  the  many  other  opportunities  available  to  them,  over  the  past  ten  years,  only 
seven  graduates  per  year  from  our  local  family  practice  residency  program  have  lo- 
cated in  rural  Kansas.  We  lose  more  than  that  every  year.  While  international  medi- 
cal graduates,  nurse  practitioners,  and  physician  assistants  help  ease  the  burden, 
they  do  not  represent  an  adequate  or  comfortable  solution  to  the  problem  to  finding 
adequate  numbers  of  well-trained  family  physicians.  If  your  are  going  to  fix  rural 
health  care,  the  solutions  you  devise  must  go  well  beyond  making  sure  everyone  has 
an  insurance  card.  We  must  train  many  more  family  physicians,  we  must  train 
them  in  rural  areas,  and  we  must  institute  reimbursement  and  other  policies  that 
support  them  in  that  practice  decision. 

One  final  note  to  Members  of  this  committee — while  managed  care  organizations 
have  not  yet  penetrated  much  of  Kansas,  that  time  is  coming.  With  or  without 
health  care  reform,  the  market  is  moving  in  that  direction.  Proposals  to  improve  the 
efficiency  of  health  care  delivery  systems  will  accelerate  the  move  to  integrated, 
managed  systems  of  care.  That  may  not  be  a  bad  thing  generally,  but  it  may,  at 
least  initially,  operate  to  the  detriment  of  rural  communities.  These  systems  have 
all  discovered  that  primary  care  physicians  and,  particularly,  family  physicians 
practice  enormously  efBcient,  high  quality  medicine — the  same  characteristics  that 
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make  family  physicians  so  well  suited  for  rural  practice.  As  these  entities  grow  and 
expand  their  market  share,  they  are  seeking  out  primary  care  physicians  wherever 
they  can  find  them.  They  are  snapping  up  huge  proportions  of  graduates  from  fam- 
ily practice  residency  programs  in  some  parts  of  the  country,  and  they  are  appealing 
to  the  frustrations  of  practicing  rural  doctors  in  others.  Rural  communities  are  in 
direct  competition  for  these  providers.  Unless  something  is  done  to  increase  the  size 
of  the  pool  of  available  manpower,  that  competition  will  only  grow  more  fierce. 

I  appreciate  the  opportunity  to  discuss  these  important  issues  with  you  this  after- 
noon, and  I  would  be  happy  to  entertain  any  questions  that  you  might  have. 

MY  FAVORITE  STORY 

Several  years  ago,  late  in  February,  Kingman  was  experiencing  one  of  it's  worst 
snow  storms.  It  was  cold  and  windy  and  the  snow  quickly  drifted  enough  to  close 
the  roads  to  regular  travel.  For  reasons  I  can't  remember,  I  was  the  only  doctor  in 
town  that  night.  At  about  8:00  PM,  I  received  a  telephone  call  from  the  husband 
of  a  patient  of  mine  who  had  started  labor  with  her  second  pregnancy.  She  was  due 
and  it  was  not  unexpected  and  I  anticipated  no  problem.  They  lived  several  miles 
out  of  town  and  expressed  some  concern  about  whether  or  not  they  could  make  it 
to  the  hospital.  I  could  not  get  my  car  out  of  my  own  driveway.  I  assured  them  that 
I  would  get  to  the  hospital.  I  happen  to  own  a  pair  of  snowshoes.  I  took  them  down 
from  the  wall  above  my  garage  door,  strapped  them  on,  dressed  warmly,  and  took 
off  for  the  hospital.  The  hospital  is  about  a  mile  and  a  half  from  my  home  and  the 
trek  took  about  forty-five  minutes.  I  arrived  at  the  hospital  to  find  only  one  nurse 
working,  the  only  one  to  make  it  to  her  shift.  Another  hour  passed  and  my  patient 
had  still  not  arrived.  They  did  not  respond  to  phone  calls.  I  began  to  worry  when, 
suddenly,  I  noticed  headlights  coming  down  the  highway  toward  the  hospital.  The 
headlights  were  very  high  off  the  ground  and  I  knew  this  was  some  kind  of  farm 
machinery.  Within  a  few  minutes,  my  patient  and  her  husband  arrived  at  the  hos- 
pital. He  was  driving  a  large  and  open  tractor  and  she  was  laboring  inside  a  sleep- 
ing bag  lying  in  the  front  end  loader  which  was  raised  so  he  could  see  to  drive  below 
it. 

We  rushed  her  to  the  delivery  room  where  she  continued  to  labor  quickly  and  un- 
eventfully and  delivered  a  fine,  healthy  boy  just  before  midnight.  The  husband  was 
present  in  the  room  and  a  big  help.  The  placenta  passed  quickly,  but  when  I  looked 
down  at  it,  I  knew  something  terrible  was  wrong — ^but  what?  It  took  me  a  few  mo- 
ments to  actually  realize  that  she  had  inverted  and  prolapsed  her  entire  uterus.  The 
Elacenta  had  come  but  it  came  with  the  uterus  and  was  still  attached  to  it.  The 
leeding  increased  and  the  patient  began  having  lots  of  pain.  Her  blood  pressure 
dropped.  Her  husband  knew  something  was  wrong.  At  this  point,  I  showed  him  the 
problem  and  readily  admitted  that  I  had  never  seen  or  experienced  that  problem 
before,  but  I  would  immediately  find  out  what  to  do.  I  had  tne  nurse  start  multiple 
lines  of  FV  fluids  and  I  exited  to  the  small  library  at  the  hospital.  I  found  a  chapter 
in  the  obstetrics  text  on  prolapsed  uterus  and  quickly  read  now  I  needed  to  call  in 
a  team  of  specialists  including  an  anesthesiologist  and  a  surgeon  and  how  I  needed 
to  get  the  patient  typed  and  cross-matched  for  blood  transfusion,  etc.  etc.  Whoever 
wrote  the  article  in  the  text  had  obviously  never  been  in  a  hospital  our  size  during 
a  snowstorm.  I  had  no  help  except  the  nurse  and  husband.  No  lab  services  available. 
No  anesthesia.  No  ambulance.  No  specialists.  No  referral.  No  helicopter. 

My  patient  is  now  bleeding  profusely  and  her  pain  is  severe.  I  knew  she  would 
die  if  I  couldn't  find  a  solution  to  this  problem.  I  called  an  obstetrician  friend  of 
mine  in  a  neighboring  town  and  asked  his  advice.  In  his  sleepy  voice,  he  told  me 
he  had  never  had  that  experience  either  and  that  I  should  probably  call  anesthesia 
and  a  surgeon.  I  tried  to  explain  that  neither  was  an  option  but  he  fell  asleep.  I 
then  called  my  professor  of  obstetrics  at  the  medical  school  and  learned  from  his 
wife  that  he  was  attending  a  seminar  in  Lincoln,  Nebraska  and  gave  me  the  phone 
number  of  his  motel.  I  called  him.  It  was  now  about  2:00  am.  He  remembered  me 
and  immediately  appreciated  my  situation.  He  made  it  clear  to  me  that  I  must  find 
a  way  to  relax  this  uterus  with  anesthesia  so  that  I  could  manually  push  it  back. 
He  waited  on  the  phone  while  the  nurse  and  I  visited  every  drawer  in  the  delivery 
room.  We  found  a  rarely  used  volatile  liquid  anesthesia  usually  self-administered  in 
a  plastic  whistle-like  device.  I  filled  the  device  and  gave  it  to  the  husband  to  hold 
in  her  mouth  until  she  breathed  herself  to  sleep.  I  gave  numerous  FV  analgesics  and 
sedatives  and  sent  the  nurse  to  the  emergency  room  for  an  airway  and  a  bag  to 
breathe  her  in  case  she  stopped  breathing  on  her  own.  Her  blood  pressure  had  now 
fallen  and  she  was  in  shock.  Within  a  few  minutes,  she  was  asleep.  I  hooked  my 
toes  to  the  delivery  table  and  took  my  fist  and  shoved  the  uterus  as  hard  as  I  could. 
After  what  seemed  like  minutes,  the  uterus  suddenly  relaxed  under  my  pressure 
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and  rolled  up  inside  the  abdomen  where  it  belonged.  The  patient's  blood  pressure 
immediately  began  to  rise.  I  kept  my  fist  inside  her  uterus  as  long  as  I  could  stand 
the  pressure  of  her  contractions.  When  the  bleeding  subsided  and  her  vital  signs 
were  near  normal,  I  remembered  that  my  OB  professor  was  still  on  the  phone.  I 
thanked  him  for  his  interest  and  concern  and  he  suggested  several  possible  addi- 
tional complications  to  look  for.  I  hung  up  and  he  returned  to  sleep  after  I  had 
promised  that  I  would  call  him  again  tomorrow.  I  spent  the  rest  of  the  night  with 
the  nurse  and  husband  at  the  patient's  bedside.  She  subsequently  did  well  and  the 
baby  was  fine. 

At  6:00  am,  the  snow  had  stopped  and  the  husband  offered  to  take  me  home.  I 
crawled  into  the  bucket  of  the  front  end  loader  and  he  raised  it  off  the  ground  and 
off  we  went.  When  we  arrived  at  my  house,  he  volunteered  to  clean  my  driveway 
with  his  tractor  and  I  fixed  coffee.  When  he  prepared  to  leave,  he  came  to  me  and 
gave  me  a  hug  and  said,  "I  know  that  we  didn't  entirely  know  what  we  were  doing 
last  night — but  we  did  a  hell  of  a  job". 

Postscript:  I  have  often  thought  his  words  perfectly  described  rural  family  prac- 
tice. As  physicians,  we  do  sometimes  come  face  to  face  with  awesome  responsibilities 
and  in  rural  medicine  we  often  have  to  improvise  and  make  do  with  what  we  have. 
In  rural  medicine,  the  "buck  does  stop  here   and  we  often  do  a  hell  of  a  job. 


David  A.V.  Reynolds 

My  name  is  David  Reynolds  and  I  am  the  executive  director  of  Northern  Counties 
Health  Care,  Inc.,  of  St.  Johnsbury,  Vermont.  I  wish  to  thank  the  chairman  and  the 
committee  for  the  opportunity  to  testify  today,  and  before  proceeding,  I  would  like 
to  outline  the  areas  I  will  cover.  They  are: 

(1)  An  overview  of  Northern  Counties  Health  Care  as  its  experience  relates  to  rural 

health  care  problems 

(2)  A  review  of  the  fragile  nature  of  rural  health  care  delivery — the  gaps  that  exist 

and  the  potential  threat  posed  by  managed  care 

(3)  A  discussion  on  why  managed  care  and  rural  health  care  delivery  need  not  be 

incompatible 

(4)  Recommendations  for  health  care  reform  to  strengthen  the  rural  health  delivery 

system 

OVERVIEW  OF  NORTHERN  COUNTIES  HEALTH  CARE 

Northern  Counties  Health  Care  is  a  non-profit,  community-governed  corporation 
providing  a  comprehensive  range  of  non-institutional,  community-based  health  serv- 
ices in  the  three  counties  of  northeastern  Vermont.  All  three  counties  are  federally- 
designated  as  medically  underserved.  Our  four  community  health  centers  and  our 
Medicare-certified  home  health  and  hospice  program  have  made  available  afford- 
able, accessible  health  care  services  for  26  years  to  the  approximately  30,000  resi- 
dents of  our  service  areas. 

That  we  are  rural,  there  can  be  no  doubt.  The  three  counties,  known  picturesquely 
throughout  Vermont  as  the  Northeast  Kingdom,  have  no  community  larger  than 
7,500  in  population  in  a  2,000  square  mile  area.  The  largest  community  in  which 
any  of  our  health  centers  is  located  has  2,500  residents.  We  are  the  only  home  care 
provider  and  the  sole  source  of  physician  care  in  our  service  area  towns.  Indeed,  in 
Essex  County  with  approximately  7,000  residents,  our  two  physicians  and  one  den- 
tist are  the  only  such  providers  in  the  whole  county. 

Despite  its  quaint  name,  the  problems  of  the  Northeast  Kingdom  are  great.  It  con- 
sistently ranks  at  or  near  the  bottom  in  major  socio-economic  status  measures  when 
compared  to  the  rest  of  Vermont.  It  has  the  highest  rates  of  persons  living  below 
poverty,  the  highest  rates  of  unemployment,  the  lowest  rates  in  terms  of  educational 
attainment,  the  highest  teenage  pregnancy  rate,  the  highest  rates  of  substance 
abuse,  the  highest  rate  of  suicide.  Add  to  this  a  severe  winter  climate  of  long  dura- 
tion. Snow  fall  occurs  in  seven  months  of  the  year. 

I  could  go  on,  but  the  picture  that  emerges  is  clear.  The  Northeast  Kingdom  is 
a  tough  place  for  most  of  its  residents  to  live,  and,  not  surprisingly,  an  even  tougher 
place  to  recruit  and  retain  staff  to  provide  services.  We  do  reasonably  well  in  com- 
parison to  other  rural  counties  elsewhere  in  the  country,  given  our  organization's 
ability  to  build  in  professional  support  and  relieve  the  doctors  of  day-to-day  manage- 
ment concerns.  However,  when  physician  vacancies  occur,  the  replacement  process 
is  usually  long  and  costly.  Currently,  we  are  entering  our  second  year  of  trying  to 
recruit  two  family  practitioners.  These  vacancies  have  left  one  site  with  no  physician 
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services,  and  the  potential  that  we  could  lose  the  only  physician  practicing  at  an- 
other site  if  we  do  not  find  him  a  partner  soon.  Our  nurse  practitioners  at  these 
sites  have  done  well  in  meeting  the  population's  basic  needs,  but  when  patients 
present  with  major  acute  problems  or  complex  chronic  ones,  they  are  overwhelmed 
and  professionally  isolated. 

Overall,  we  are  proud  of  what  we  have  accomplished  and  believe  that  our  model 
is  a  good  one  for  other  rural  areas  to  emulate.  Yet,  the  fact  that,  even  with  such 
a  system,  our  ability  to  deliver  health  care  rests  on  so  fragile  a  base  only  empha- 
sizes the  problem  of  rural  health  care  deUvery  in  less  organized  places,  in  less  ap- 
pealing areas  than  northeastern  Vermont. 

THE  FRAGILE  NATURE  OF  RURAL  HEALTH  CARE  DELIVERY 

This  brings  me  to  the  substance  of  my  testimony — my  concern  that  national 
health  care  reform,  particularly  in  its  move  toward  managed  care,  may  be  detrimen- 
tal to  the  fragile  rural  health  system.  The  delicate  fabric  which  is  rural  health  care 
already  has  far  too  many  holes.  I  fear  that,  under  a  national  managed  care  system, 
this  fabric  could  unravel  altogether  without  the  presence  of  adequate  safeguards 
and  an  investment  in  resource  development.  Before  making  recommendations  about 
this,  it  is  important  to  take  a  brief  look  at  the  gaps  in  the  current  rural  health  deliv- 
ery system  and  the  potential  threat  managed  care  poses  to  those  in  practice  in  rural 
America. 

According  to  a  special  report  by  the  National  Association  of  Community  Health 
Centers  (Lives  in  the  Balance,  March,  1993),  2,147  counties  (70  percent  of  all  of  the 
counties  in  the  Nation)  are  in  whole  or  in  part  medically  underserved.  This  means 
that  there  are  no  or,  at  best,  inadequate  primary  care  resources  to  provide  access 
to  the  population  who  Uve  in  the  underserved  areas  of  these  counties.  Of  the  total 
number  of  counties  classified  as  underserved,  1,586  (74  percent)  are  in  non-metro- 
politan areas,  with  an  underserved  population  in  excess  of  9.2  million.  The  fact  that 
this  population  has  such  limited  access  to  basic  care  serves  to  highlight  a  flaw  in 
health  care  reform  if  we  choose  to  emphasize  universal  coverage  alone  as  our  goal. 
Coverage  will  not  translate  into  access  to  care  if  those  covered  live  in  areas  where 
there  are  no  services;  in  such  a  case,  coverage  accomplishes  little. 

Where  there  currently  are  physician  practices,  the  national  expansion  of  managed 
care  could  have  negative  effects  both  on  individual  rural  practices  and,  systemically, 
on  the  overall  availability  of  care.  In  terms  of  individual  practices,  managed  care 
entities  typically  offer  primary  care  practitioners  capitation  payments  in  which  part 
of  the  payments  are  withheld  to  fund  referral  pools  for  members'  hospital  and  spe- 
cialty care.  To  the  extent  that,  acting  as  gatekeeper,  the  primary  care  physician  is 
able  to  manage  members'  care  and  avoid  or  minimize  hospital  and  specialty  care 
use,  the  physician  receives  any  funds  remaining  in  the  pools  at  the  end  of  the  year. 
If  the  cost  of  hospital  and  specialty  care  exceeds  the  amount  available  in  the  pools, 
the  physician  must  repay  part  of  the  capitation  payment  received  up  to  some  stop/ 
loss  limit.  Thus,  the  physician  assumes  risk  and  must  manage  patients  well,  seeking 
out  lower  cost  hospitals  or  specialists  who  practice  a  less  intensive  and  invasive  type 
of  care. 

While  this  system  may  work  well  in  situations  where  the  primary  care  physician 
has  a  relatively  healthy  patient  panel  and  several  hospitals  and  a  wide  choice  of 
specialists  from  which  to  choose,  this  is  not  the  case  in  most  of  rural  America,  and 
certainly  not  in  the  underserved  areas  described  earlier.  According  to  Lives  in  the 
Balance,  the  underserved  counties  have  a  preponderance  of  the  Nation's  most  press- 
ing health  problems: 

.  .  .  these  counties  represent  86.1  percent  of  all  infant  deaths,  86.6  percent 
of  all  low  birthweight  births,  89.8  percent  of  all  hepatitis  cases,  92.6  percent 
of  all  tuberculosis  cases,  and  99.4  percent  of  all  immunizable  disease  cases. 

Given  a  less  healthy  and,  according  to  census  reports,  an  older  population  and  with 
fewer  referral  opportunities  in  rural  areas,  participation  in  managed  care  arrange- 
ments will  increase  the  stress  on  already  overburdened  rural  primary  care  physi- 
cians. They  have  little  or  no  choice  in  terms  of  which  hospital  or  specialist  they  refer 
to,  yet  their  income,  to  a  large  extent,  will  be  dependent  on  the  performance  of  these 
other  providers.  Since  capitation  rates  are  currently  based  on  gross  age-sex  charac- 
teristics, these  are  not  fine-tuned  enough  to  provide  reasonable  rates  based  on  rural 
providers'  smaller  practice  profiles  and  broader  case  mix.  For  instance,  I  indicated 
that,  in  the  Northeast  Kingdom,  we  have  high  rates  of  teenage  pregnancy.  Yet,  capi- 
tation rates  for  adolescents  are  generally  the  lowest  of  any  age  group,  since  they 
are  usually  low  utilizers  of  care.  This  is  not  our  experience,  and  we  would  be  at  con- 
siderable financial  risk  because  of  the  nature  of  our  teen  population. 
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It  is  difficult  enough  to  interest  and  sustain  doctors  in  rural  practice.  I  believe 
that,  even  fewer  physicians  will  locate  or  remain  in  rural  areas  under  a  managed 
care  arrangement  which  creates  a  potential  ethical  conflict  between  acting  as  the 
patient's  agent  vs.  some  level  of  self-interest.  Furthermore,  given  the  preponderance 
of  solo  or  small  group  practices  in  rural  areas,  one  or  two  nigh  risk,  high  cost  epi- 
sodes in  any  year  will  be  enough  to  severely  affect  a  practice's  bottom  line  and  abil- 
ity to  continue. 

Aside  from  the  economic  impact  on  individual  rural  practices,  the  universal  adop- 
tion of  a  managed  care  delivery  system  will  have  a  detrimental  impact  on  the  al- 
ready too-low  supply  of  primary  care  physicians  for  rural  areas.  Given  the  essential 
role  of  primary  care  providers  in  managed  care  settings,  there  will  be  greater  com- 
petition for  the  available  numbers  of  primary  care  specialists,  a  competition  which 
underserved  rural  areas  are  ill-equipped  to  win.  There  is  a  fair  amount  of  anecdotal 
evidence  that  the  growth  of  the  HMO  industry  to  date  is  already  having  an  impact 
on  the  choice  of  primary  care  physician  location,  away  from  rural  areas  and  toward 
more  affluent  urban  and  suburban  neighborhoods.  I  fear  that,  in  a  future  with  fewer 
rural  practices,  managed  care  entities  may  enroll  rural  populations  but  the  access 
points  for  care  may  be  far  removed  from  where  they  reside.  Thus,  having  reformed 
health  care,  we  will  have  exacerbated  a  situation  which  already  exists  for  too  many 
rural  residents — insurance  coverage  with  little  or  no  access  to  care.  We  have  em- 
barked on  health  care  reform  to  improve  both  coverage  and  access  for  all  Americans; 
it  would  be  extremely  ironic  and  cruel  if  in  the  method  of  our  reform,  we  made  mat- 
ters worse  for  rural  America  by  sacrificing  access  in  order  to  achieve  coverage. 

MAKING  MANAGED  CARE  AND  RURAL  HEALTH  CARE  DELIVERY  COMPATIBLE 

What  is  presented  above  is  the  worst  case  scenario  for  rural  health  care  under 
a  managed  care  delivery  system.  It  need  not  be  so.  Managed  care  entities  can  offer 
small  rural  practices  the  opportunity  for  peer  support,  improved  management  serv- 
ices, and  group  purchasing  arrangements  as  part  of  a  larger  system.  Capitation  pay- 
ments greatly  simplify  patient  billing  and  offer  a  consistent,  predictable  monthly  in- 
come. Managed  care  organizations  also  tend  to  produce  detailed  data  on  patient  care 
and  satisfaction  and  comparisons  with  other  practices.  This  can  exercise  a  positive 
influence  on  the  rural  provider's  practice  of  medicine  and  management  of  care  so 
that  it  is  more  patient  responsive  and  efficacious. 

Similarly  rural  practices,  particularly  community-based  ones  like  community 
health  centers  and  federally  qualified  health  centers,  can  be  helpful  in  educating 
managed  care  entities  about  serving  populations  and  areas  which  they  have  tended 
to  bypass  until  recently.  It  is  clear  that  health  care  reform  will  change  the  focus 
from  delivering  care  to  limited  patient  panels  or  enrollees  to  being  responsible  for 
meeting  the  needs  of  whole  populations  in  an  area.  Health  centers  have  always 
reached  out  into  their  communities,  recognizing  that  what  may  appear  as  individual 
health  care  problems  can  sometimes  be  best  alleviated  by  adopting  broader,  cost- 
effective  public  health  approaches  (e.g.,  lead  paint  screenings  or  community  immuni- 
zation clinics).  Furthermore,  managed  care  entities  could  benefit  by  examining  the 
impact  local  governance  has  had  on  the  performance  of  health  centers,  insuring  that 
those  who  receive  and  pay  for  care  have  a  voice  in  how  it  is  organized  and  delivered. 
This  has  been  an  important  factor  in  the  acceptance  of  health  center  care  by  dis- 
advantaged populations  and  one,  I  believe,  which  has  allowed  health  centers  to 
match  HMO  performance  in  terms  of  cost  containment  and  utilization  control. 

Yes,  health  centers  have  matched  HMO  performance.  Over  the  years,  many  stud- 
ies have  verified  this.  The  first  in  1972,  when  community  health  centers  were  fairly 
new,  was  reported  in  the  New  England  Journal  of  Medicine  (by  Sparer  and  Ander- 
son, "Cost  of  Services  in  Neighborhood  Health  Centers,"  286:1241-1245)  and  found 
that  the  cost  of  services  at  four  urban  and  two  rural  health  centers  was  comparable 
to  that  at  well-established  HMOs,  including  Kaiser  and  Group  Health  ox  Puget 
Sound.  The  latest  study  by  the  California  Medicaid  program  reported  in  1992  that 
Medicaid  recipients,  who  utilized  the  two  urban  and  two  rural  health  centers  stud- 
ied, had  expenditures  33  percent  below  expected  costs  and  had  hospital  admissions 
38  percent  below  a  similar  population  which  did  not  use  health  centers  for  care. 

My  point  in  presenting  these  results  is  to  indicate  that  managed  care  entities 
need  not  be  hesitant  to  meet  the  needs  of  the  rural  underserved,  and  that  in  doing 
so,  community  health  centers  and  other  federally  qualified  health  centers  represent 
good  partners  in  this  effort. 

RECOMMENDATIONS  FOR  RURAL  HEALTH  CARE  REFORM 

Having  outlined  the  fragility  of  rural  health  care  and  examined  some  of  the  poten- 
tial problems  and  promises  of  a  move  toward  managed  care  in  rural  areas,  I  would 
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now  propose  some  recommendations  which  I  beheve  should  guide  you  as  you  assess 
health  care  reform  legislation  and  its  impact  on  rural  America.  I  beUeve  mv  sugges- 
tions would  strengthen  health  care  delivery,  particularly  in  the  medically  under- 
served  counties,  and  would  assure  that  the  advent  of  managed  care  in  niral  areas 
would  build  on  what  exists  and  works  there  as  a  means  to  enhance  both  coverage 
and  access. 

Addressing  the  issue  that  there  are  "holes  in  the  fabric"  of  rural  health 
care,  earmark  sufficient  funds  to  create  what  the  Clinton  plan  calls  "Essen- 
tial Care  Providers"  (ECPs)  in  all  rural  medically  underserved  areas.  As- 
sure that  at  least  half  of  the  funds  earmarked  are  set  aside  to  continue  and 
to  expand  existing  ECPs.  An  ECP  may  be  an  entity  which  conforms  to  the 
current  requirements  of  federally  qualified  health  centers.  It  is  essential 
that  an  infrastructure  of  care  be  developed  with  rural  residents'  input  to 
assure  their  support  and  that  it  offers  the  services  they  need.  Participating 
in  the  governance  of  an  ECP  will  also  give  them  the  leverage  to  negotiate 
with  managed  care  entities  to  assure  that  artificial  barriers  are  not  estab- 
lished whicn  could  limit  access.  These  funds  should  also  be  made  available 
to  develop  networks  of  ECPs  to  enhance  the  viability  of  individual  ECP 
units  and  achieve  economies  of  scale  overedl.  The  National  Association  of 
Community  Health  Centers  estimates  that  a  total  investment  of  $9.7  billion 
over  the  next  five  years  would  be  sufficient  to  correct  the  medically  under- 
served  problem  in  the  2,147  counties  so  designated. 

To  prevent  "the  rural  health  fabric  from  unravelling,"  require  managed 
care  entities  to  contract  with  ECPs  and  to  guarantee  them  cost-based 
capitated  rates  based  on  the  criteria  of  the  Medicare  federally  qualified 
health  center  program.  Given  the  cost-effectiveness  of  ECPs,  as  dem- 
onstrated in  many  studies,  and  the  fact  that  there  are  limits  and  caps  on 
the  cost-based  rate,  this  would  represent  a  wise  investment  for  managed 
care  organizations.  It  would  help  stabiHze  the  physician  presence  in  under- 
served  communities  and  insure  that  the  enrollees  in  the  managed  care  plan 
received  care  in  a  way  which  was  locally-based  and  culturally-sensitive  to 
their  needs.  Satisfied  enrollees  would  be  much  more  likely  to  re-enroll  in 
the  plan. 

Lastly,  "to  make  a  whole  cloth  out  of  the  rural  health  fabric,"  structure 
the  financing  of  health  professions  training  to  expand  the  number  of  pri- 
mary care  providers  and  allow  training  costs  for  residents  at  ECPs  to  be 
reimbursed  as  part  of  the  ECP's  costs.  It  is  estimated  that  America  will 
need  an  additional  20,000  primary  care  physicians  over  the  next  decade. 
Yet,  each  year  fewer  medical  students  enter  primary  care  residencies  (14.6 
percent  in  1992).  Incentives  need  to  be  put  in  place  which  reward  schools 
for  producing  and  students  for  entering  primary  care  specialties.  Further- 
more, encouraging  the  training  of  physicians  outside  of  tertiary  care  hos- 
pitals could  help  redistribute  the  supply  of  phvsicians  toward  rural  areas. 
Physicians  trained  at  an  ECP  would  oe  more  likely  to  consider  it  as  a  prac- 
tice site.  Current  financing  only  assures  funds  to  those  entities  that  operate 
accredited  programs;  this  needs  to  be  broadened  to  include  those  entities 
which  participate  in  training  vdth  accredited  programs.  There  would  be 
other  positive  effects  in  addition  to  the  resident's  exposure  to  rural  practice. 
Being  a  preceptor  for  the  resident  would  provide  a  link  to  the  medical 
school  for  the  rural-practicing  physician,  and  an  opportunity  to  enhance 
skills  and  decrease  feelings  of  professional  isolation — key  factors  in  deter- 
mining whether  a  doctor  will  continue  in  rural  practice. 

I  thank  you  again  for  this  opportunity  to  share  my  views  with  you. 

Gale  N.  Walker 

Mr.  Chairman  and  committee  members,  my  name  is  Gale  Walker.  I  am  currently 
the  Administrator  of  St.  Benedict  Health  Center  of  Parkston,  South  Dakota.  St. 
Benedict  Health  Center  is  a  CathoUc,  Benedictine  sponsored  facility.  The  Bene- 
dictine sisters  have  a  history  of  sponsoring  health  care  services  for  over  130  years 
in  rural  America.  St.  Benedict  Health  Center  consists  of  a  30  bed  acute  care  hos- 
pital. We  have  a  50  bed  licensed  skilled  and  intermediate  nursing  home,  a  Medicare 
certified  Home  Health  agency,  a  Medicare  certified  Cardiac  Rehabilitation  program 
and  a  Medicare  certified  Hospice  program.  We  provide  Meals  on  Wheels  to  our  com- 
munity, and  also  operate  a  25  bed  Supervised  Living  facility.  A  Certified  Rural 
Health  Clinic  which  houses  two  family  practice  physicians  and  three  nurse  practi- 
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tioners/physician  assistants  is  attached  to  the  hospital.  We  sponsor  outreach  clinics 
in  the  communities  of  Tripp,  South  Dakota  and  Lake  Andes,  South  Dakota.  I  am 
here  today  at  the  request  of  the  Honorable  Senator  Thomas  Daschle.  He  has  asked 
me  to  highlight  some  of  the  problems  as  we  see  them  in  Parkston,  South  Dakota 
and  rural  South  Dakota. 

One  of  the  largest  concerns  that  I  see  for  rural  America  is  finding,  recruiting  and 
retaining  family  practice  doctors,  n\irse  practitioners  and  physician  assistants.  This, 
I  believe,  for  rural  America  is  one  of  the  first  and  foremost  major  concerns.  I  devote 
roughly  15-20  percent  of  my  time  at  St.  Benedict  Headth  Center  attempting  to  re- 
cruit and  retain  family  practice  physicians,  nurse  practitioners  or  physician  assist- 
ants for  our  rural  community.  (By  "rural"  I  mean  communities  similar  and  smaller 
than  Parkston  which  is  a  community  of  about  1500  people  located  in  a  county  of 
approximately  8500  citizens.) 

As  we  move  through  the  health  care  reform  discussions  it  becomes  very  apparent 
for  the  need  to  set  up  the  primary  care  physician,  specifically  the  family  practice 
physician  as  the  gate  keeper  for  the  new  health  care  system.  This  creates  the  need 
to  have  primary  care  physicians  on  line  to  perform  the  preventative  health  care 
services  and  to  make  appropriate  referrals  to  the  specialist.  We  are  now  faced  with 
an  even  more  difficult  recruitment  process  as  all  the  larger  institutions  are  focusing 
totally  towards  recruitment  of  the  primary  care  family  practice  physician  to  assure 
that  they  will  be  able  to  compete  in  the  networking  programs  and  managed  care 
environment.  This  will  only  further  compound  rural  recruitment  problems. 

Additionally,  medical  schools  have  traditionally  been  educating  physicians  in  spe- 
ciality areas  which  has  narrowed  the  pool  of  potential  candidates  for  rural  medicine. 
Fortunately  in  South  Dakota,  our  State  legislature  focused  our  medical  school  on 
primary  care  physicians.  Even  so  we  need  to  re-emphasize  family  practice  and  con- 
tinue to  educate  the  primary  care  and  specifically  family  practice  physicians  to  prac- 
tice in  rural  areas.  The  lack  of  tax  incentives  and  the  lack  of  incentives  in  the  tui- 
tion for  education  of  the  physician,  nurse  practitioner  and  physician  assistant  is  a 
problem.  If  physicians,  family  practice  nurse  practitioners  and  family  practice  physi- 
cian assistants  could  be  given  some  form  of  tuition  break  to  locate  and  stay  within 
a  rural  community  of  5000  or  less,  this  would  be  of  great  help  to  rural  America. 

One  of  the  other  major  problems  that  I  see  for  rural  America  is  the  stabilization 
of  the  infrastructure  of  our  communities;  infrastructure  meaning  the  family  farm/ 
ranch.  We  see  the  family  farmers  and  ranchers  facing  an  ever-increasing  dilemma 
because  of  the  ever-increasing  costs  of  equipment,  repairs,  power,  insurance;  the 
ever-increasing  taxes  on  the  land  of  which  tney  are  stewards,  and  in  general  just 
the  ever-increasing  cost  of  production  that  is  crippling  the  farm/ranch  economy. 
With  flat  pricing  for  the  products  they  produce,  the  only  way  the  family  farmer/ 
rancher  has  a  chance  of  continuing  to  succeed  is  to  generally  increase  the  volume 
of  production.  In  order  to  increase  the  volume  of  production,  the  family  farmer/ 
rancher  needs  to  control  and  work  greater  sized  ranches  and  farms.  As  that  occurs, 
rural  population  continues  to  shrink  which  causes  great  problems  for  the  small 
rural  communities.  With  less  people,  there  is  less  ability  to  continue  to  provide  the 
volume  and  level  of  services  necessary  to  sustain  primary  health  care  centers.  The 
government  can  be  of  assistance  in  this  area  if  programs  are  designed  which  encour- 
age small  rural  communities  to  work  cooperatively  together.  The  Federal  and  State 
government  should  adequately  fund  health  care  organizations  which  are  located  in 
communities  that  have  viable  health  care  centers  that  are  operationally  and  func- 
tionally sound.  We  must  look  very  carefully  before  assisting  those  communities  with 
health  care  centers  that  are  not  viable.  Some  communities  themselves  do  not  recog- 
nize this.  I  have  seen  many  programs  in  the  past  focusing  assistance  on  organiza- 
tions which  are  in  dire  straits  and  are  in  a  critical  phase  of  closure.  Then  we  rush 
in  with  some  form  of  Federal  assistance  program  to  prop  up  those  particular  organi- 
zations for  another  short  period  of  time;  it  does  not  benefit  the  rural  consumer.  This 
organization  will  continue  to  deteriorate  and  then  we  have  lost  that  organization 
and  additionally  weakened  the  position  of  the  viable  health  care  center  which  has 
a  good  chance  of  long-term  survival.  A  better  alternative  is  to  continue  to  help  them 
work  with  viable  health  care  centers  that  are  within  a  reasonable  geographic  area. 

Additionally,  the  Federal  and  State  government  can  begin  looking  very  closely  to 
reduce  some  of  the  anti-trust  barriers  currently  blocking  the  consolidation  and  co- 
ordination of  health  care  services.  There  have  been  recent  instances  where  attempts 
to  consolidate  and  coordinate  health  care  services  have  been  stopped  by  Federal 
anti-trust  laws.  We  need  to  look  at  these  very  carefully. 

The  next  area  of  major  concern  for  small  rural  communities  is  that  of  Federal 
mandates.  We  might  think  back  to  1966  when  Medicare  was  introduced.  Medicare 
was  a  very  good  program  at  the  time;  it  provided  very  good  health  benefits  for  the 
Medicare  age  people.  But  because  of  the  American  appetite  for  health  care,  the  Med- 
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icare  program  grew  at  such  leaps  and  bounds  that  it  became  apparent  very  qviickly 
to  the  Federal  Government  that  it  had  underestimated  the  cost  and  the  American 
appetite  for  health  care.  There  had  to  be  measures  implemented  to  slow  the  growth 
of  nealth  care.  A  variety  of  measures  have  been  implemented  over  the  years  since 
the  inception  of  Medicare.  Basically,  the  last  was  Diagnosis  Related  Grouping  or 
capitated  payment  system  for  all  inpatient  acute  care  services  which  has  had  a  dev- 
astating effect  for  inpatient  and  outpatient  lab  and  x-ray  services.  This  has  had  an 
impact  on  small  rural  communities.  For  your  information,  our  small  rural  commu- 
nity hospital  has  a  total  operating  budget  for  fiscal  year  beginning  July  1,  1994,  of 
$5,825,000.  This  is  a  fairly  large  number  in  the  rural  context;  in  the  metropolitan 
area  this  is  "budget  dust".  Of  that  $5.8  million,  we  are  anticipating  a  contractual 
deduction  in  revenues  of  somewhere  in  the  vicinity  of  $1.1  million.  These  are  short- 
falls in  the  inpatient  Medicare  payment  structure  and  these  are  shortfalls  in  the 
outpatient  Medicare  lab  and  x-ray  services  resulting  from  Federal  Gk)vernment  at- 
tempts to  balance  the  budget.  Therefore  they  have  reduced  payments  to  our  organi- 
zations to  help  balance  the  Federal  budget.  This,  in  turn,  makes  us. shift  those  costs 
to  our  private  pay  patients.  The  Federal  mandate  of  Medicare  has  been  an  excellent 
program  and  provided  much  needed  caire  for  many  rural  senior  citizens.  However, 
because  of  the  continuing  economic  strain  on  the  Federal  side  being  shifted  to  the 
private  sector,  a  severe  financial  hardship  has  been  created  for  private  insurance 
and  private  pay  health  care  consumers. 

An  additional  major  concern  that  we  have  is  contractual  allowances  that  we  are 
experiencing  at  this  institution  at  the  current  time.  With  the  health  care  reform  is- 
sues being  discussed,  we  are  gravely  concerned  the  impact  of  the  additional  $74  bil- 
lion that  IS  proposed  to  be  removed  from  the  Medicare  program  to  help  implement 
universal  health  care  coverage.  I  do  not  understand  how  you  can  take  that  amount 
of  additional  money  from  a  current  system  that  is  gdready  underfunding  health  care 
and  continue  to  provide  high  quality,  readily  accessible  health  care  to  the  aging  pop- 
ulation of  the  United  States,  without  further  reducing  the  payments  to  the  hospitals 
and  physicians  and  further  underfunding  rural  health  care.  OBRA  1993  took  $24 
billion  out  of  the  hospital  section  for  the  elderly  and  now  we  are  proposing  an  addi- 
tional $74  billion  reduction.  I  am  saying  currently  we  have  $1  million  of  contractual 
allowances  in  our  institution.  Ladies  and  gentlemen,  I  am  not  an  accountant  but 
I  cannot  see  how  we  can  continue  to  have  these  kinds  of  reductions  and  expect  these 
small  rural  institutions  which  have  very  small  volumes  of  services  to  continue  to 
operate.  With  the  advent  of  national  health  care,  there  will  be  no  cost  shifting  po- 
tentials. Can  there  not  be  a  cost-based  reimbursement  available  for  small  rural  in- 
stitutions and  family  practice  physicians,  nurse  practitioners  and  family  practice 
physician  assistants? 

One  other  area  of  concern  is  that  rural  America  continues  to  age  and  the  ratio 
of  Medicare  to  private  pay  continues  to  cUmb  in  the  county  and  across  our  State. 
This  problem  continues  to  mount  and  is  a  monumental  problem  for  small  rural  in- 
stitutions, one  which  we  cannot  ignore.  It  will  determine  whether  small  rural  insti- 
tutions will  survive. 

Another  problem  that  has  been  created  are  federally  mandated  programs  such  as 
the  Clinical  Laboratory  Improvements  Act  (CLIA).  CLIA  has  created  a  major  con- 
cern for  many  small  rural  institutions.  It  has  created  a  large  expense  in  order  to 
meet  many  standards  which,  in  our  opinion,  have  not  had  a  measurable  increase 
in  the  quality  of  laboratory  results.  It  has  diminished  the  availability  of  laboratory 
capability  in  rural  areas,  again  with  the  volume  of  services  being  performed,  one 
cannot  spend  that  amount  of  money  to  keep  the  laboratory  certified  when  it  is  a 
losing  proposition.  Therefore,  the  services  now  are  centralized  in  larger  laboratories. 
These  federally  mandated  standards  were  put  upon  rural  health  care  facilities  even 
after  reductions  in  payments  for  laboratory  procedures  and  without  a  fee  increase 
allowed.  The  Occupational  Safety  and  Health  Act  (OSHA)  is  another  good  example 
that  had  a  significant  impact  on  the  rural  communities.  It  costs  money  for  the  insti- 
tution without  any  additional  reimbursement.  All  of  the  Environmental  Protection 
Agency  laws  are  basically  good  laws  in  general.  The  one  that  has  been  a  major  prob- 
lem for  us  is  the  closing  of  our  sanitary  land  fills.  Refuse  disposal  is  becoming  an 
ever-increasing  expense  to  us.  The  laws  were  put  on  the  books  with  no  consideration 
given  to  the  financial  impact  on  our  institutions  and  our  rural  population.  Would 
a  better  alternative  be  more  State  flexibility  in  the  implementation  and  enforcement 
of  these  mandates? 

We  in  rural  America  definitely  see  the  need  for  health  care  reform  and  support 
the  concept  of  universal  coverage  but  are  gravely  concerned.  We  can  give  universal 
coverage  to  all  Americans,  but  if  we  give  the  universal  coverage  and  do  not  maintain 
some  geographically  appropriate  entry  points  to  health  care,  universal  coverage  will 
have  little  benefit  to  rural  under-served  health  care  consumers.  Simply  put,  if  high 
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quality,  readily  afTordable  health  care  services  are  not  available,  then  having  uni- 
versal coverage  has  little  meaning.  Financing  is  an  extremely  important  issue  to  us. 
The  universal  program  that  is  implemented  must  have  financial  incentives  and 
must  have  fiexiDility  built  into  the  unancing  mechanism  to  take  care  of  the  special 
circumstances  in  the  rural  parts  of  South  Dakota  and  America  to  guarantee  a  geo- 
graphic access  point. 

In  conclusion,  I  am  asking  you,  the  Agricultural  Committee,  to  please  monitor 
very  carefully  the  health  care  reform  legislation  as  it  moves  through  the  Senate  and 
the  House  to  assure  that  rural  needs  are  taken  into  consideration.  We  hope  that 
the  American  Congress  will  not  over-promise  health  care  services  which  was  done 
with  the  implementation  of  the  Medicare  Program. 

Additionally,  please  monitor  the  legislation  so  that  exceptions  for  rural  area's 
unique  concerns  and  needs  are  addressed  so  that  rural  community  health  care  deliv- 
ery network  systems  can  develop.  Without  your  assistance  rural  American  health 
care  will  suffer. 


Jeffrey  Human 

Mr.  Chairman,  and  Members  of  the  committee,  I'm  very  pleased  to  have  the  op- 
portunity to  discuss  the  Health  Security  Act  and  how  it  will  help  improve  access 
to  afford.able  health  care  for  the  people  who  live  in  this  Nation's  rural  areas.  I  am 
accompanied  this  afternoon  by  Mr.  Bob  Van  Hook  of  the  OfTice  of  the  Secretary  of 
the  Department  of  Health  and  Human  Services. 

I'd  like  to  begin  this  presentation  by  discussing  the  problems  rural  Americans  face 
today  in  securing  health  care  services  and  then  discuss  how  the  Health  Security  Act 
will  address  these  problems. 

what's  wrong  with  health  care  in  rural  AMERICA 

Rural  communities  are  suffering  under  the  current  health  care  system.  They  lack 
vital  health  care  services  and  often  the  means  to  pay  for  them. 

•  Lack  of  Insurance.  More  than  8  million  rural  Americans  have  no  health  insurance, 
including  18  percent  of  all  farm  families.  Rural  residents  have  higher  rates  of 
chronic  or  serious  illness  and  many,  especially  those  engaged  in  farming,  mining, 
and  other  high  risk  occupations,  face  a  constant  and  realistic  fear  that  their  insur- 
ance will  be  canceled  if  they  get  sick  or  have  an  accident.  They  often  cannot  get 
further  insurance  because  they  now  have  a  "pre-existing  condition." 

•  High  and  Rising  Premiums.  Rural  Americans  who  have  health  insurance  face 
higher  premiums  than  other  Americans  because  they  usually  have  to  purchase 
coverage  alone  or  through  a  small  business.  They  do  not  have  the  protection  of 
being  part  of  a  large  business  or  purchasing  group  that  can  successfully  negotiate 
lower  premiums. 

•  Inadequate  Coverage.  The  insurance  that  rural  Americans  have  often  does  not 
cover  the  health  services  they  need,  such  as  primary  and  preventive  care.  It  often 
does  not  protect  them  from  the  catastrophic  costs  that  may  accompany  a  severe 
illness. 

•  Lack  of  Choice.  Rural  Americans  have  very  little  choice  as  to  what  type  of  health 
insurance  to  buy.  Most  rural  Americans  work  for  small  businesses  that  offer  no 
choice  of  coverage:  Only  3  out  of  every  10  employers  with  fewer  than  500  employ- 
ees offer  any  choice  of  health  plan. 

•  Lack  of  Providers.  Physicians  and  other  health  care  providers  currently  find  few 
incentives  to  practice  in  rural  areas.  The  fragile  economies  of  rural  communities 
and  poor  health  insurance  coverage  provide  little  financial  stability  for  rural 
health  care  practitioners  and  hospitals.  Long  hours  and  isolation  wear  rural  pro- 
viders out;  tne  network  of  care-givers  is  stretched  past  the  point  of  breaking.  As 
a  result,  over  400,000  rural  Americans  live  in  counties  without  a  single  doctor  and 
34  million  people  live  in  rural  areas  with  insufficient  physicians  to  care  for  them. 

•  Lack  of  Transportation  Services.  Rural  Americans  have  a  harder  time  getting  to 
the  services  that  are  available.  Most  rural  communities  lack  any  public  transpor- 
tation system.  More  than  half  of  the  rural  poor  do  not  own  a  car,  and  nearly  60 
percent  of  the  rural  elderly  are  not  licensed  to  drive. 

Mr.  Chairman,  our  Nation's  health  care  crisis  will  not  go  away  by  itself.  The 
Health  Security  Act  seeks  to  fix  what's  wrong  with  the  health  care  system,  while 
preserving  what's  right. 

Now  lets  consider  how  to  help  solve  these  problems  through  the  health  care  re- 
form proposal  President  Clinton  has  proposed. 
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HOW  THE  HEALTH  SECURITY  ACT  WORKS 

Every  American  citizen  and  legal  resident  will  receive  a  Health  Security  Card. 
The  Act  creates  large  insurance  pools  to  which  all  Americans  belong,  whether  em- 
ployed or  unemployed,  rural  or  urban.  These  pools,  called  alliances,  are  established 
by  the  States  in  accordance  with  national  standards  for  quality,  access,  and  cost 
control.  All  employees  and  employers  in  businesses  with  less  than  5,000  employees 
are  part  of  area  health  alliances.  These  alliances  give  consumers  and  small  busi- 
nesses the  power  to  buy  affordable  care.  Businesses  with  5,000  or  more  employees 
will  be  allowed  to  operate  as  "corporate  alliances." 

Everyone  will  have  a  choice  of  health  plans.  Those  who  want  to  will  be  able  to 
follow  their  doctors  and  nurses  into  a  traditional  fee-for-service  plan,  or  they  may 
join  a  preferred  provider  organization  (PPO)  or  a  health  maintenance  organization 
(HMO). 

Almost  everyone  will  be  able  to  sign  up  at  work  for  a  health  plan.  They  will  re- 
ceive brochures  that  give  easy  to  understand  information  on  the  health  plans — doc- 
tors and  hospitals  included,  evaluation  of  quality  of  care,  consumer  satisfaction  rat- 
ings, and  prices.  Whether  employed  or  unemployed,  everyone  can  sign  up  at  their 
area  health  alliance. 

Generally,  most  individuals  and  families  in  which  at  least  one  person  works  will 
pay  a  maximum  of  20  percent  of  the  average  health  plan  premium  in  their  area. 
Those  who  choose  a  lower  cost  plan — from  among  those  offered  in  the  area — will  pay 
a  little  less  that  the  20  percent  average.  Those  who  choose  a  more  expensive  plan 
will  pay  a  little  more,  as  they  do  today.  Employers  who  currently  pay  more  than 
80  percent  of  health  benefits  may  continue  to  do  so.  According  to  the  Congressional 
Budget  Office,  the  average  initial  cost  for  a  family  of  four  will  be  $92  per  month. 
A  single  person  will  pay  $35  per  month. 

AN  UNPRECEDENTED  FOCUS  ON  RURAL  HEALTH  CARE 

The  challenge  of  health  care  reform  in  rural  America  is  to  create  a  system  that 
meets  the  unique  needs  and  circumstances  of  rural  communities.  Health  care  reform 
must  provide  acceptable  and  appropriate  programs  for  delivering  and  financing 
health  care  in  rural  areas,  increasing  the  availability  of  care  and  opportunities  for 
providers. 

The  Health  Security  Act  targeted  the  needs  of  rural  Americans  from  the  earliest 
stages  of  its  development. 

•  The  special  Working  Group  on  Rural  Health  Care  was  formed  to  advise  the  White 
House  Task  Force  on  Health  Care  Reform. 

•  Rural  health  care  experts  from  all  over  the  country  were  deliberately  brought  to 
Washington  to  assist  in  the  development  of  all  aspects  of  the  health  care  reform 
policy. 

•  Consultations  with  rural  consumers,  businesses,  farmers,  health  care  providers, 
and  rural  organizations  occurred  throughout  the  process. 

The  result  is  a  health  care  reform  plan  with  an  unprecedented  focus  on  rural 
health  care  based  on  the  following  principles:  Security,  Comprehensive  Benefits, 
Savings,  Quality,  Choice,  and  Simplicity. 

PRINCIPLES  OF  THE  HEALTH  SECURITY  ACT 

WHAT  IT  MEANS  FOR  RURAL  AMERICANS 

PRINCIPLE  i:  SECURITY — HEALTH  CARE  THAT  IS  ALWAYS  THERE 

The  Health  Security  Act  guarantees  that  rural  Americans  will  always  have  insur- 
ance coverage,  with  comprehensive  benefits — no  matter  where  they  live  or  work. 

Security  comes  in  two  forms:  (1)  afTordable,  secure  insurance  coverage,  and  (2)  the 
availability  of  adequate  health  services.  Here's  how  the  plan  guarantees  security  for 
rural  Americans. 

Affordable  and  Secure  Coverage 

•  The  Act  provides  coverage  no  matter  where  you  work  or  if  you  work. 

The  Act  will  guarantee  coverage  for  those  who  lose  jobs  or  switch  jobs.  Under  the 
current  system,  if  you  lose  your  job  you  lose  your  health  insurance.  If  you  switch 
jobs,  or  start  a  small  business,  you  are  also  likely  to  lose  your  health  insurance. 

•  The  Act  makes  it  illegal  for  insurance  companies  to  deny  or  limit  coverage  be- 
cause of  "pre-existing  conditions",  sickness,  or  the  kind  of  work  you  perform. 
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All  health  plans  will  be  required  to  accept  anyone  who  applies — ^healthy  or  sick, 
young  or  old.  It  also  prohibits  insurance  companies  from  dropping  sick  subscribers 
or  selectively  raising  their  premiums. 

Even  during  the  three  years  before  this  plan  is  fully  implemented,  insurance  com- 
panies will  be  prohibited  from  dropping  subscribers  or  selectively  raising  pre- 
miums due  to  illness  or  accident.  It  also  seeks  to  set  up  a  government-sponsored 
insurance  plan  for  consumers  who  cannot  buy  private  coverage  during  the  transi- 
tion period. 

•  It  provides  affordable  insurance  for  those  who  farm  or  own  or  work  in  a  small 
business. 

Through  the  Health  Alliances,  all  Americans  will  be  able  to  get  the  lower  prices 
now  available  only  to  large  groups,  giving  rural  Americans  greater  bargaining 
clout. 

Those  who  are  self-employed  in  business  or  farming  or  are  independent  contrac- 
tors, also  will  be  able  to  deduct  100  percent  of  their  health  care  costs  from  their 
taxes,  compared  to  only  25  percent  under  the  current  system. 

Assuring  Adequate  Services  Are  Available  In  Rural  Areas 

Here's  how  the  Act  helps  assure  that  adequate  services  are  available: 

•  It  holds  States,  alliances,  and  plans  accountable  for  ensuring  that  rural  residents 
have  access  to  health  services. 

Alliances  will  be  given  the  specific  responsibility  and  authority  to  address  the  spe- 
cific access  problems  of  rural  communities.  They  may  assist  in  the  development 
of  health  plans  in  underserved  rural  areas,  and  may  also  require  urban  health 
plans  to  serve  rural  areas  within  an  alliance  region.  In  addition,  they  can  offer 
longer  term  contracts  to  health  plans  serving  rural  areas. 

•  It  helps  bring  health  care  where  its  needed.  The  Act  helps  train,  recruit  and  keep 
rural  primary  care  practitioners: 

•  The  Act  changes  Federal  funding  of  medical  education  to  increase  the  number 
of  family  physicians  and  other  primary  care  practitioners  who  are  trained  for 
rural  practice. 
Within  10  years  under  the  plan  55  percent  of  all  graduating  physicians  will  enter 
primary  care  residency  training  programs.  Currently  only  20  percent  do  so. 

•  It  promotes  the  full  utilization  of  nurse  practitioners,  physicians  assistants  and 
clinical  nurse  midwives  to  help  them  better  serve  rural  communities,  and  in- 
creases Federal  funding  to  greatly  increase  the  numbers  of  these  mid-level  provid- 
ers who  graduate  each  year. 

•  The  Act  expands  Federal  National  Health  Service  Corps  loan  repayment  and 
scholarship  programs  to  greatly  increase  the  number  of  primary  practitioners 
going  to  underserved  areas.  At  least  3500  additional  primary  care  practitioners 
will  serve  rural  areas  by  the  year  2000,  under  the  Health  Security  Act. 

•  It  increases  bonus  payments  for  primary  care  physicians  practicing  in  rural  un- 
derserved areas. 

•  It  provides  significant  new  tax  incentives  to  attract  and  retain  rural  providers. 
For  example  rural  primary  care  physicians  who  serve  underserved  areas  may  re- 
ceive as  much  as  $60,000  in  tax  credits  over  their  first  5  years  of  service. 

•  The  Act  supports  telecommunications  linkages  between  rural  practitioners  and 
major  hospitals  and  teaching  centers  to  obtain  expert  advice,  specialty  consulta- 
tion and  professional  continuing  educations.  These  linkages  reduce  the  isolation 
of  rural  providers  and  thus  help  to  recruit  and  retain  practitioners  in  rural  areas. 

Capacity  Expansion  and  Enabling  Services: 

Capacity  Expansion  programs  in  rural  and  urban  areas  will  provide: 

•  Grants  for  communities  to  form  "community  health  plans  and  networks",  enhanc- 
ing their  ability  to  compete  in  the  new  system  and  to  maximize  their  control  of 
their  own  destiny; 

•  Loans  and  loan  guarantees  to  help  capitalize  programs  serving  low-income  pa- 
tients and  underserved  areas,  including  construction,  renovations,  and  conversion 
of  facilities  to  more  appropriate  uses;  and 

c  Grants  to  public  and  non-profit  entities  to  provide  services  that  overcome  non- 
financial  barriers  to  care,  such  as  transportation,  outreach,  and  translation/inter- 
pretation services. 
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PRINCIPLE  2:  COMPREHENSIVE  BENEFITS— KEEPING  YOU  HEALTHY 

All  Americans  will  receive  a  Health  Security  card  that  guarantees  a  benefit  pack- 
age that  is  as  comprehensive  as  those  offered  by  most  Fortune  500  companies — a 
package  that  exceeds  the  average  coverage  of  most  rural  Americans.  The  com- 
prehensive package  goes  beyond  most  current  rural  Americans'  insurance  plans  by 
covering  a  wide  range  of  preventive  services,  including  regular  physical  examina- 
tions, mammograms.  Pap  smears,  and  immunizations,  at  no  charge.  In  addition,  the 
package  woulcf  provide  for  the  following  expanded  services: 

•  Coverage  of  community-based  long-term  care  services  for  elderly  and  disabled 
rural  Americans.  This  is  particularly  important  in  rural  areas  where  the  percent- 
age of  elderly  people  is  aoout  25  percent  higher  than  for  the  Nation  as  a  whole. 

•  Essential  support  services  for  low-income  rural  populations  to  ensure  that  they 
have  access  to  high  quality  care:  transportation,  translations  services,  and  out- 
reach, for  example. 

•  School-based  health  care  services  in  rural  communities,  where  desired,  to  better 
enable  our  Nation's  young  people  to  obtain  essential  preventive  and  other  health 
services  . 

PRINCIPLE  3:  SAVINGS — CONTROLLING  HEALTH  CARE  COSTS. 

The  Health  Security  Act  cuts  costs  for  rural  Americans: 

•  The  Act  allows  self-employed  farmers  and  businesses  to  deduct  100  percent  of 
their  health  care  costs.  Currently,  the  self-employed  can  deduct  only  25  percent 
of  these  costs. 

•  It  secures  for  farmers  and  small  businesses  the  purchasing  power  of  large  groups 
to  negotiate  reduced  insurance  premiums  through  the  Health  Alliances. 

•  It  eliminates  excessive  administrative  costs  associated  with  individual  insurance 
policies  for  small  businesses  and  farmers  through  the  Health  Alliances. 

•  It  decreases  excessive  administrative  costs  for  all  doctors  and  hospitals  by  reduc- 
ing the  number  of  claims  forms  and  reporting  requirements.  This  will  be  a  par- 
ticular help  to  rural  physicians  and  small  rural  hospitals  for  whom  extensive  pa- 
perwork consumes  a  higher  proportion  of  their  expenditures. 

PRINCIPLE  4:  QUALITY — MAKING  THE  WORLD'S  BEST  CARE  BETTER — AND  AVAILABLE 

EVERYWHERE 

The  Health  Security  Act  puts  a  new  emphasis  on  preventing  illness  before  it  be- 
comes a  crisis.  The  Act  provides  a  variety  of  incentives  and  programs  to  increase 
the  supply  of  quality  health  services  in  rural  communities. 

•  The  Act  promotes  good  health  through  expanded  coverage  of  preventive  and  pri- 
mary care  services  which  all  Americans  need. 

•  It  reduces  professional  isolation  and  the  quality  of  medical  consultation  through 
the  use  of  telecommunications  technologies  to  link  rural  providers  and  major  hos- 
pitals, allowing  expert  advice  and  information  to  be  exchanged  rapidly. 

•  It  provides  incentives  for  more  family  doctors  to  practice  in  rural  communities, 
through  enhanced  reimbursement,  tax  incentives,  and  other  financial  incentives. 

•  It  provides  special  training  for  providers  to  prepare  for  practice  in  rural  areas. 

•  It  requires  States,  alliances  and  plans  to  monitor  their  performance  according  to 
Federal  standards  to  ensure  that  rural  Americans  have  access  to  quality  health 
care  services. 

Essential  Community  Providers: 

•  Many  rural  providers  will  be  eligible  for  transitional  protection  as  essential  com- 
munity providers,  including  rural  health  clinics,  community  and  migrant  health 
centers,  and  hospitals  and  doctors  in  underserved  areas.  This  provision  will  as- 
sure that  health  plans  contract  with  and  pay  essential  providers  for  the  service 
they  provide  under  the  benefit  package.  It  will  encourage  providers  currently  lo- 
cated in  rural  areas  to  stay  there. 

PRINCIPLE  5:  CHOICE — PRESERVING  AND  EXPANDING  CHOICES  FOR  ALL  AMERICANS 

•  The  Act  expands  choice  by  expanding  the  supply  of  health  practitioners  in  rural 
communities. 

Under  the  Health  Security  Act,  a  variety  of  programs  are  created  to  improve  the 
training  of  practitioners  for  rural  practice,  and  enhance  the  recruitment  and  re- 
tention of  practitioners  in  rural  communities. 
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•  The  Act  guarantees  all  Americans  that  they  can  continue  to  receive  services  from 
their  physician  in  a  traditional  manner — tnat  is  payment  for  each  service,  other- 
wise known  as  the  "fee-for-service." 

In  many  rural  communities,  there  are  no  integrated  health  care  plans;  that  is, 
plans  in  which  people  pay  a  fixed  fee  to  receive  all  or  most  of  their  services  from 
a  group  of  providers.  Under  the  Health  Security  Plan,  rural  Americans  will  con- 
tinue to  have  a  fee-for-service  plan  available  to  them. 

•  It  encourages  the  Development  of  Rural,  Community-Based  Health  Networks  or 
Providers  and  Integrated  Plana. 

Rural  Health  provider  networks  operated  locally  bring  the  benefits  of  greater  co- 
operation and  integration  of  services  to  rural  communities.  These  integrated  net- 
works can  provide  good  linkages  to  more  specialized  services.  In  many  instances, 
these  plans  will  contract  with  HMO's  and  insurance  companies  to  manage  the 
care  of  rural  residents  in  their  area  that  enroll  the  plans.  In  other  instances,  such 
networks  may  have  the  financial  and  population  base  to  be  able  to  become  plans 
themselves. 

The  Clinton  Plan  supports  the  development  of  locally  sponsored  rural  health  care 
networks  and  rural  plans  by  removing  legal  barriers,  providing  market  incentives 
and  ofiiering  Federal  grants  and  loans  to  support  ana  build  networks  and  plans. 

•  Encourages  or  Requires  Urban  Health  Plans  to  Offer  Coverage  in  Rural  Areas. 
Secure  coverage  and  fair  payment  rates  provide  incentives  for  health  plans  to  lo- 
cate in  rural  areas  for  the  first  time.  The  health  alliances  can  provide  incentives 
or  require  urban  plans  to  expand  to  rural  ares  if  it  is  in  the  best  interest  of  rural 
residents. 

PRINCIPLE  6:  SIMPLICITY 

•  The  Act  reduces  Paperwork  and  Cuts  Red  Tape 

Rural  physicians  and  other  providers  complain  that  insurance  paperwork  takes 
away  from  patient  care.  In  rural  areas,  this  paperwork  is  particularly  burdensome 
since  rural  hospitals  and  physicians  rarely  have  the  resources  to  keep  up.  The 
plan  will  reduce  the  burden  on  physicians  and  hospitals  for  reporting  and  claims 
processing  and  will  provide  incentives  for  electronic  data  processing  to  reduce  pa- 
perwork. It  requires  insurance  companies  to  use  a  single  form. 

Conclusion 

There  is  in  my  judgement  a  public  consensus  and  a  political  consensus  throughout 
this  country  on  tne  need  for  health  care  reform.  The  Health  Security  Act  is  in  one 
sense  a  conservative  plan  in  that  it  attempts  to  preserve  the  American  health  care 
system  we  all  are  used  to  but  to  improve  it  as  well.  In  another  sense  the  President's 
plan  is  bold  with  the  scope  of  benefits  it  proposes  and  the  dream  of  universal  cov- 
erage it  realizes.  The  flexibility  of  the  President  has  raised  national  hopes  for  pas- 
sage of  meaningful  reform.  We  have  done  our  best  he  seems  to  say  and  we  can  live 
with  a  changed  plan  if  it  encompasses  comprehensive  benefits  and  universal  cov- 
erage. The  plan  he  has  introduced  also  takes  important  steps  in  reaching  out  to 
rural  Americans  with  special  provisions  to  bring  to  rural  areas  the  health  care  that 
will  make  the  reformed  plan  work  for  them  as  well. 
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This  RUPRI  briefing  is  published  to  inform  public  opinion,  and  provide  a  more 
informed  policy  debate.  Views  expressed  are  those  of  the  Expert  Panel  convened  for 
this  purpose,  and  do  not  reflect  the  views  or  policy  of  any  institution. 

INTRODUCTION 

This  Reference  Document  is  in  support  of  June  9,  1994  testimony  requested  by 
the  Senate  Committee  on  Agriculture,  Nutrition,  and  Forestry  regarding  the  essen- 
tial rural  issues  which  must  be  addressed  within  national  health  reform  legislation, 
if  rural  Americans  are  to  benefit  fully  from  these  systemic  reforms.  The  Rural  Policy 
Research  Institute  has  assembled  a  distinguished  group  of  national  rural  health  ex- 
perts to  serve  as  an  ongoing  research  and  decision  support  resource  for  policy-mak- 
ers throughout  the  design,  implementation,  and  evaluation  of  national  health  re- 
form. This  RUPRI  Rural  Health  Reform  Expert  Panel  was  chosen  to  reflect  geo- 
graphic, disciplinary,  and  organizational  diversity. 

RUPRI  Rural  Health  Reform  Expert  Panel 

Andrew  Coburn,  Ph.D.,  University  of  Southern  Maine 

Sam  Cordes,  Ph.D.,  University  of  Nebraska 

Robert  Crittenden,  M.D.,  University  of  Washington 

J.  Patrick  Hart.  Ph.D.,  Northern  Wisconsin  AHEC 

Keith  Mueller,  Ph.D.,  University  of  Nebraska 

Wayne  Myers,  M.D.,  University  of  Kentucky 

Thomas  Ricketts,  Ph.D.,  University  of  North  Carolina 

Another  RUPRI  Expert  Panel  of  national  experts  is  now  developing  analysis  of  the 
rural  economic  impacts  of  the  principal  health  reform  proposals  currently  under  con- 
sideration. This  Expert  Panel  will  report  its  findings  to  Cfongress  later  this  summer. 

overview 

Mr.  Chairman,  Senator  Lugar,  and  distinguished  members  of  this  committee,  the 
Rural  Policy  Research  Institute  (RUPRI)  appreciates  your  leadership  in  holding  this 
hearing  to  address  the  rural  perspective  regarding  national  health  reform. 

As  you  know,  contrary  to  popular  belief,  the  population  of  rural  America  is  not 
shrinking,  but  continuing  to  grow.  Congressional  decisions  regarding  health  reform 
will  profoundly  impact  the  health  of  the  approximately  52  million  Americans  living 
in  rural  areas,  as  well  as  the  future  of  tneir  health  delivery  systems  and  rural 
economies.  The  efforts  of  this  committee  are  critical  in  shaping  this  health  reform 
debate,  and  the  eventual  legislative  outcome,  in  a  manner  that  is  sensitive  to  the 
unique  needs  of  these  rural  people  and  places. 

As  you  know,  RUPRI  currently  has  two  distinguished  national  Expert  Panels  as- 
sessing the  rural  implications  oi  health  reform.  Today's  testimony  is  the  product  of 
the  first  Panel,  whicn  has  concentrated  its  analysis  on  health  care  delivery  reform 
issues  during  the  past  nine  months.  The  second  Panel  will  release  an  assessment 
of  the  impact  of  health  reform  on  rural  economies  later  this  summer.  Earlier  this 
morning,  the  RUPRI  Poll  on  health  reform  was  released.  Dr.  Mark  Edelman,  Iowa 
State  University,  was  Project  Director  for  this  survey,  and  joins  our  Expert  Panel 
during  this  Hearing,  to  respond  to  any  questions  committee  members  may  have  re- 
garding these  important  findings. 

Today's  Expert  Panel  testimony  is  based  upon  the  detailed  critical  analysis  which 
this  group  has  produced  over  thepast  nine  months,  assessing  the  rural  impacts  of 
various  health  reform  proposals.  These  insights  have  been  shared  via  Congressional 
reports,  briefings  and  testimony.  In  this  Reicrence  Document,  the  Panel  outlines  the 
six  essential  issues  which  are  of  paramount  importance  from  the  rural  perspective, 
and  offers  associated  key  concerns  and  potential  legislative  remedies. 

Each  of  these  six  essential  issues  contributes  to  a  common,  central  focal  point:  the 
critical  importance  of  the  supply  and  sustainability  of  rural  health  services.  Indeed, 
we  submit  that  even  the  issue  of  health  insurance  coverage  is  of  greater  importance 
for  rural  areas  from  the  standpoint  of  stabilizing/enhancing  the  financial  base  of  the 
rural  health  system,  than  it  is  from  the  standpoint  of  the  broader  social  philosophy 
or  goal  of  attaining  universal  coverage  for  the  population. 

Before  turning  to  a  discussion  of  the  six  essential  issues  the  RUPRI  Expert  panel 
has  delineated,  two  general  comments  need  reinforced.  The  health  reform  debate  to 
date  has  largely  ignored  rural  America's  central  need:  the  supply  and  sustainability 
of  rural  services.  For  example,  there  has  been  considerable  discussion  regarding 
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consumer  choice.  This  rings  as  a  hollow  concern  for  that  portion  of  the  rural  popu- 
lation without  the  luxury  of  an  array  of  providers  and  facilities  from  which  to  chose. 
Second,  health  reform,  if  designed,  developed,  and  implemented  properly,  could  be 
a  real  boom  for  rural  America.  This  "upside"  possibility  has  two  dimensions:  a 
stronger  and  more  sustainable  rural  health  system;  and  a  significant  increase  in 
rural  economic  activity. 

ESSENfTIAL  ISSUES  FOR  RURAL  HEALTH  CARE 

The  RUPRI  Rural  Health  Reform  Expert  Panel  has  identified  six  essential  issues 
that  must  be  addressed  if  the  needs  of  rural  citizens  are  to  be  considered  in  any 
comprehensive  health  reform:  rural  influence  in  decision-making,  integration  and 
coordination  of  rural  services,  availability  of  medical  professionals  in  rural  areas,  fi- 
nancial security  for  rural  providers,  availability  of  appropriate  rural  facilities,  and 
comprehensive  benefits  for  rural  citizens.  Two  general  concerns  are  addressed  with- 
in these  issues:  the  need  for  rural  citizens  and  professionals  to  be  actively  involved 
in  any  restructuring  of  the  delivery  system,  and  the  importance  of  medical  care 
being  available  to  all  rural  citizens  within  a  reasonable  distance  of  their  residence. 

ISSUE  l:  RURAL  INFLUENCE  IN  DECISION  MAKING 

Sensitivity  to  rural  needs  and  concerns  must  be  ensured  in  any  type  of  restructured 
system. 

Health  reform  will  require  the  creation  of  a  variety  of  new  structures  for  policy 
making  and  health  care  delivery.  It  is  important  that  such  entities,  and  others  like 
them,  are  structured  and  operate  in  a  fashion  that  makes  them  sensitive  and  re- 
sponsive to  rural  concerns.  The  panel  assumes  that  a  reformed  health  care  delivery 
system  will  include  greater  use  of  Integrated  Service  Networks  (ISNs).  While  net- 
works are  likely  to  be  provider-based  and  capitalized  by  large  third  party  payers, 
they  could  still  include  local  involvement  in  decision  making. 

Rural  communities  vary  greatly  in  their  demography,  geography,  economic  and 
health  care  systems.  The  ISNs  that  work  with  rural  communities  will  need  to  tailor 
their  systems  to  the  needs  of  the  rural  communities  they  serve.  Also,  rural  resi- 
dents, like  all  Americans,  would  like  some  say  in  how  their  health  systems  are  con- 
structed and  function.  Successful  ISNs  will  need  to  be  responsive  to  community 
needs,  as  embodied  in  the  opinions  of  the  residents  of  those  communities. 

A  protocol  should  be  established  for  the  relationship  between  ISNs  and  rural  com- 
munities. Rural  residents  should  lead  the  effort  to  assess  their  local  health  systems 
in  every  underserved  rural  community.  The  assessment  should  use  health  status  in- 
formation as  well  as  delivery  system  information,  to  inform  the  community  so  that 
reasonable  and  effective  strategies  can  be  launched  to  improve  the  health  of  the 
community. 

As  these  new  systems  are  developed.  Federal,  State  and  local  responsibilities 
should  be  clearly  delineated,  and  local  interests  should  have  representation  at  all 
levels  in  the  decision  making  process.  All  policy  decisions  affecting  rural  commu- 
nities should  be  reviewed  by  a  body  directly  accountable  to  the  pubic  or  their  elected 
representatives. 

Appropriate  health  care  provider  information  should  be  developed  to  enable  effective 
community  decision  making. 

A  major  element  of  reform  is  the  need  for  additional  and  more  meaningful  infor- 
mation from  health  care  providers,  for  the  purposes  of  enhancing  quality,  improving 
accountability  ,  and  facilitating  consumer  choice  and  decision  making.  Special  as- 
sistance, both  technical  and  financial,  will  be  needed  if  small  rural  providers  are  to 
participate  in  data  collection  and  analysis. 

Data  systems  created  to  analyze  needs  and  evaluate  health  plans  should  include 
population-based  health  status  and  outcome  measures.  Those  responsible  for  data 
collection  and  analysis  should  be  required  to  gather  appropriate  information  from 
hard-to-survey  groups,  such  as  migrant  workers  and  minority  populations  in  rural 
areas.  Data  ana  analytical  techniques  should  be  used  to  ensure  that  decisions  made 
in  and  about  local  communities  can  be  assessed  for  potential  impact  on  the  rural 
economy  and  health  care  system,  prior  to  implementation  of  delivery  system 
changes. 

KEY  CONCERNS  AND  LEGISLATIVE  REMEDIES: 

Following  a  critical  analysis  of  alternative  health  reform  proposals  currently  being 
considered  by  Congressional  committees,  the  RUPRI  Expert  Panel  has  identified  the 
following  key  concerns  and  legislative  remedies  regarding  rural  influence  in  decision 
making. 
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Concern:  No  specific  mechanism  for  rural  input:  Lacking  a  specific  mechanism  to 
reflect  local  needs  to  be  reflected  in  the  services  of  integrated  service  networks  puts 
rural  communities  at  the  risk  of  not  having  appropriate  and  accessible  health  serv- 
ices. 

Remedy:  Enable  rural  communities  to  assess  their  health  system  needs  based  on 
health  status  and  service  needs  and  use  that  information  to  develop  local  networks 
that  respond  to  those  needs.  This  will  require  technical  assistance  and  support.  En- 
courage managed  care  entities  to  work  with  rural  communities  and  local  networks 
to  address  these  local  health  needs. 

Concern:  Centralized  activities  and  regulatory  impacts:  Many  of  the  bills  before 
Congress  propose  standard  setting  and  regulatory  bodies  that  will  have  great  influ- 
ence over  the  structure  of  the  health  care  system.  While  it  may  not  be  possible  to 
have  specific  rural  representation  on  all  of  these  entities,  lack  of  anv  specific  rural 
input  will  result  in  policies  that  are  not  sensitive  to  the  needs  of  rural  America. 

Remedy:  Include  provisions  for  rural  representation  in  local,  State,  and  Federal 
entities  that  oversee  the  health  system. 

Concern:  Information  based  decisions:  Information  concerning  rural  communities, 
including  health  status  information  needed  for  the  development  of  systems  of  care 
in  rural  communities,  may  not  be  available.  Without  this  information,  decisions  con- 
cerning rural  communities  will  not  be  responsive  to  rural  community  needs.  Policies 
affecting  rural  communities  will  be  made  with  no  idea  of  the  impact  of  those  policies 
on  the  aflected  rural  communities. 

Remedy:  Support  local  information  collection  capacity,  including  public  health  as- 
sessment of  health  status,  and  the  development  of  analytical  techniques  that  rural 
communities  can  use  to  evaluate  the  impact  of  proposed  policies  on  their  commu- 
nities. 

ISSUE  2:  INTEGRATION  AND  COORDINATION  OF  RURAL  SERVICES 

Incentives  and  structures  are  needed  to  encourage  integrated  and  coordinated  health 
systems  that  meet  the  needs  of  rural  and  underserved  communities. 

Many  rural  communities  are  not  conducive  to  managed  competition  as  envisioned 
in  most  of  the  reform  proposals,  e.g.  competing  health  plans  with  unique  and  dif- 
ferent panels  of  providers.  Two  doctors  working  the  same  clinic  in  a  community  with 
too  few  physicians  and  using  the  one  hospital  in  town  are  not  going  to  compete. 
Also,  in  many  of  these  communities,  local  provision  of  essential  services  is  important 
for  maintaining  and  improving  health  status.  A  different  approach  will  need  to  be 
taken  for  many  of  these  small  rural  communities.  Network  development  and  co- 
operation will  probably  be  more  successful.  Communities  will  need  to  assess  their 
health  and  service  delivery  needs,  including  special  needs  related  to  mental  health 
and  long  term  care.  Local  providers  will  need  to  coordinate  their  work  with  public 
health  activities  that  serve  the  entire  area.  Local  providers  also  will  need  to  become 
network  participants  with  other  communities  and  work  closely  with  secondary  care 
and  more  remote  tertiary  care  providers  (who  could  compete  with  each  other  based 
on  extra-community  services  offered).  Integrated  service  networks  will  need  to  es- 
tablish working  relationships  with  many  ofthe  providers  who  now  serve  rural  com- 
munities and  work  together  to  organize  appropriate  services  to  address  the  health 
needs  of  these  communities. 

Programs  already  funded  are  helpful  to  rural  communities:  the  National  Health 
Service  Corps,  Area  Health  Education  Centers,  Rural  Health  Transition  Grants, 
Community  and  Migrant  Health  Centers,  Essential  Access  Community  Hospitals/ 
Rural  Primary  Care  Hospitals,  and  Outreach  Grants.  National  health  care  reform 
policy  should  learn  from  the  experiences  of  these  programs,  sustaining  the  most  suc- 
cessml  ones  and  improving  the  others,  either  by  changing  existing  programs  or  re- 
placing them  with  improved  efforts  and  by  assuring  increased  coordination  among 
those  programs  that  remain.  In  developing  community -based  initiatives,  reform  pol- 
icy should  accommodate  the  cultural  diversity  found  in  rural  communities. 

Support  and  technical  assistance  should  be  available  for  rural  and  underserved  com- 
munities as  they  develop  networks  which  integrate  and  improve  the  effectiveness 
of  local  health  services. 
To  accomplish  the  assessment  of  community  needs  and  to  develop  a  system  of  care 
that  meets  those  needs,  rural  communities  will  need  both  technical  assistance  and 
resources  to  develop  the  structures  that  would  be  necessary  to  accomplish  the  goals 
of  the  health  system.  This  assistance  could  include  health  status  information,  com- 
munity needs  assessment  and  information  technology  expertise,  financial  advice  for 
institutions  and  clinics,  and  expertise  in  constructing  and  operating  a  rural  network. 
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KEY  CONCERNS  AND  LEGISLATIVE  REMEDIES: 

Following  a  critical  analysis  of  alternative  health  reform  proposals  currently  being 
considered  by  Congressional  committees,  the  RUPRI  Expert  Panel  has  identified  the 
following  key  concerns  and  legislative  remedies  regarding  integration  and  coordina- 
tion of  rural  services. 

Concern:  Absence  of  universal  coverage  with  an  inclusive  benefit  package:  Univer- 
sal coverage  with  an  inclusive  benefit  package  provides  the  fundamental  structure 
around  which  an  appropriate  range  oi  providers  in  a  coverage  area  can  be  inte- 
grated to  address  the  continuum  of  health  care  needs.  Without  these  provisions  pro- 
vider agreements  and  coordination  mechanisms  will  have  limited  impact. 

Remedy:  Establish  immediate  or  short-term  phase-in  of  universal  coverage  and 
specify  a  comprehensive  benefits  package. 

Concern:  Lack  of  safe  harbor  provisions  to  address  anti-trust  issues:  Strong  con- 
cerns in  rural  and  underserved  areas  regarding  possible  anti-trust  litigation  wul  im- 
pede willingness  to  enter  into  network  development  efforts. 

Remedy:  Include  safe  harbor  provisions  tnat  consider  quality,  access,  cost  effi- 
ciencies and  preservation  of  services  in  underserved  geographic  areas  and  provide 
for  evaluation  to  identify  the  need  for  additional  safe  harbor  provisions. 

Concern:  Inadequate  resources  for  rural  network  development  and  implementa- 
tion: Without  access  to  technical  expertise  and  adequate  financial  resources,  chron- 
ically underserved  rural  areas  wiU  not  be  able  to  participate  in  developing  and  im- 
plementing networks  to  assure  integration  and  coordination  of  services. 

Remedy:  Provide  adequate  funding  for  technical  assistance  and  network  imple- 
mentation targeted  toward  chronically  underserved  rural  areas,  identified  through 
State  needs  assessments  and  priority  setting  efforts. 

ISSUE  3:  AVAILABILITY  OF  HEALTH  PROFESSIONALS  IN  RURAL  AREAS 

It  is  necessary  to  increase  the  Nation's  supply  of  primary  care  physicians,  and  im- 
prove their  geographic  distribution. 

For  most  rural  areas,  the  only  type  of  physician  that  is  feasible  and  rational  is 
a  primary  care  physician — especially  general  and  family  practitionei-s.  Few  other 
factors  have  contributed  more  to  the  ongoing  rural  health  crisis  than  the  long-term 
trends  toward  specialization  in  medical  education.  (Medical  graduates  intending  to 
practice  primary  care  declined  from  30  percent  in  the  1970's  to  15  percent  in  1991, 
and  only  recently  modestly  reversed  to  19  percent  in  1994).  To  improve  the  avail- 
ability of  primary  care  physicians  in  rural  communities,  there  is  a  need  for  a  sub- 
stantial expansion  in  the  national  supply  of  primary  care  physicians,  and  programs 
and  incentives  that  encourage  these  pnysicians  to  practice  m  rural  communities. 

The  need  for  a  substantial  increase  in  primary  care  physicians  has  become  even 
more  critical  given  the  recent  increase  in  competition  for  primary  care  physicians 
from  urban  based,  managed  care  systems.  In  the  short  run,  it  is  conceivable  that 
the  primary  care  physician  supply  in  rural  communities  will  decline  because  of 
health  reform.  The  lure  of  shorter  work  schedules  and  higher  incomes  in  urban 
practice  could  cause  a  strain  on  already  understaffed  rural  health  systems. 

It  is  necessary  to  expand  the  supply  and  enhance  the  role  of  the  non-physician  pro- 
vider. 

Many  non-physician  providers  can  provide  high  quality  primary  care  in  a  cost-ef- 
fective fashion  that  is  acceptable  to  those  living  in  rural  areas.  These  providers  in- 
clude nurse  practitioners,  physician  assistants,  and  certified  nurse  miawives.  They 
are  especially  effective  as  participants  in  multi-disciplinary  teams  of  health  profes- 
sionals that  serve  rural  areas — for  example,  non-physician  providers  may  staff  clin- 
ics that  are  parts  of  systems  that  include  physicians  in  other  locations.  Unfortu- 
nately, the  national  supply  of  non-physician  providers  is  limited  and  a  number  of 
license  and  reimbursement  barriers  prevent  the  full  use  of  these  providers. 

To  train  and  place  the  providers  needed  in  rural  America,  a  number  of  policies 
and  programs  need  to  be  in  place.  Policy  decisions  regarding  health  professions  sup- 
ply should  be  linked  to  public  needs  for  those  providers.  Public  payments  should 
support  the  policy  priorities  that  are  developed.  Targeted  programs  are  needed  to 
ennance  provider  supply  in  rural  underserved  communities. 

Continuing  and /or  enhancing  cost-effective  programs  designed  to  impact  the  supply 
of  providers  and  the  infrastructure  of  the  rural  health  care  system  must  be  as- 
sured. 
Regardless  of  the  long-term  effects  of  health  care  reform  changes  on  delivery  of 
care  in  rural  areas,  the  immediate  problems  of  access  in  Health  Professions  Short- 
age Areas,  Medically  Underserved  Areas,  and  other  remote  areas  will  remain  acute 
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in  the  short  term.  Therefore,  programs  designed  to  serve  areas  with  special  needs 
should  continue  and  be  enhanced!  In  particular,  those  programs  with  proven  cost- 
efTectiveness  should  be  enhanced.  Examples  could  include  the  National  Health  Serv- 
ice Corps,  Area  Health  Education  Centers,  Rural  Health  Transition  Grants,  Migrant 
and  Community  Health  Centers,  Essential  Access  Community  Hospitals/Rural  Pri- 
mary Care  Hospitals,  and  Rural  Health  Clinics.  State  OfTices  of  Rural  Health  should 
continue  to  receive  Federal  support  for  their  roles  in  sustaining  viable  rural  delivery 
systems.  It  is  important  that  national  health  reform  legislation  not  lose  sight  of  the 
critical  role  these  types  of  programs  play  in  trying  to  achieve  some  minimal  level 
of  geographic  and  financial  access  to  services  in  rural  communities.  Enhancing  those 
programs  will  be  necessary  to  stabilize  the  provider  supply  in  rural  communities  as 
longer  term  changes  are  made  in  the  supply  and  distribution  of  health  providers. 

KEY  CONCERNS  AND  LEGISLATIVE  REMEDIES: 

Following  a  critical  analysis  of  alternative  health  reform  proposals  currently  being 
considered  by  Congressional  committees,  the  RUPRI  Expert  Panel  has  identified  the 
following  key  concerns  and  legislative  remedies  regarding  the  availability  of  medical 
professionals  in  rural  areas. 

Concern:  Medical  professional  supply  policy  is  not  linked  to  population-based 
needs.  A  need  for  more  primary  care  doctors  is  reflected  in  requirements  for  50-55 
percent  of  medical  residents  being  trained  in  primary  care.  The  number  of  residency 
positions  is  to  be  linked  to  the  number  of  medical  school  graduates.  There  is  no  pro- 
vision for  a^usting  medical  school  enrollment  to  national  needs. 

Remedy:  Some  entity  of  national  purview  should  be  responsible  for  recommending 
national  admittance  numbers  to  medical  schools,  as  well  as  allocating  Federal  sup- 
port for  graduate  medical  education  positions  by  specialty. 

Concern:  Graduate  medical  education  is  relatively  concentrated  in  certain  metro- 
politan centers  in  the  northeastern  and  north  central  U.S.,  in  communities  that  are 
richly  supplied  with  physicians.  Geographic  distribution  of  training  programs  has 
not  been  linked  to  needs  for  program  graduates.  All  States  are  capable  of  developing 
primary  care  training  programs. 

Remedy:  Federal  support  for  graduate  medical  education  programs  should  be  dis- 
tributed among  the  States  or  PHS  regions  in  proportion  to  population. 

Concern:  Graduate  medical  education  is  currently  funaea  through  patient  care 
payments  to  large  hospitals.  This  mechanism  has  not  met  national  needs  for  train- 
ing primary  care  doctors  in  ambulatory  care,  or  in  rural  or  community  settings.  In 
an  era  of  increasingly  intense  competition  among  referral  hospitals  for  tertiary  care 
it  will  be  even  more  difficult  to  support  primary  care  training  through  this  mecha- 
nism. 

Remedy:  Graduate  medical  education  should  be  supported  through  payments  to 
training  programs  rather  than  to  hospitals.  Primary  care  physicians  assistant  and 
nurse  practitioner  training  programs  should  be  given  access  to  these  funds.  If  pa- 
tient care  subsidies  are  needed  for  hospitals  providing  extraordinary  care  to  popu- 
lations in  exceptional  need,  these  payments  should  be  justified  and  quantified  sepa- 
rately. 

Concern:  The  majority  of  medical  schools,  nurse  practitioner  training  programs 
and  physician  assistant  training  programs  are  based  in  State  colleges  and  univer- 
sities. State  governments  are  better  positioned  than  the  Federal  Government  to  in- 
fluence universities'  priorities  toward  primary  care. 

Remedy:  The  potentially  influential  role  of  State  governments  in  helping  imple- 
ment needs-based  health  professions  training  policies  should  be  recognized  and  fa- 
cilitated. This  will  require  inclusion  of  States  interests  in  national  health  profes- 
sions policy  development,  and  collaboration  between  State  and  Federal  Governments 
to  develop  the  necessary  policy  expertise. 

Concern:  A  critical  shortage  of  mental  health  personnel  in  rural  areas  is  not  being 
addressed.  It  seems  unlikely  that  significantly  increased  numbers  of  psychiatrists 
can  be  attracted  to  rural  areas  in  the  near  future. 

Remedy:  Provision  should  be  included  for  expanded  training  for  other  personnel, 
particularly  psychiatric  nurse  practitioners  prepared  to  manage  patients  on  psycho- 
tropic prescription  medication. 

ISSUE  4:  FINANCIAL  SECURITY  FOR  RURAL  PROVIDERS 

Cost  control  and  reimbursement  systems  must  assure  adequate  and  stable  funding 
for  rural  providers,  with  appropriate  incentives  for  rural  health  system  develop- 
ment. 
To  attract  providers,  stabilize  and  improve  the  quality  of  many  rural  hospitals, 

and  improve  the  health  status  of  rural  communities,  incentives  should  be  in  place 
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to  support  these  goals.  Rural  communities  have  higher  rates  of  Medicare,  Medicaid, 
and  uncompensated  care.  The  reasons  for  this  larger  dependency  on  public  programs 
include  lower  household  income,  more  elderly  people,  and  more  part  time  or  part 
year  work.  Should  universal  coverage  be  instituted,  many  of  the  people  who  now  de- 
pend on  charity  care  will  provide  financial  support  to  rural  health  providers. 

Reimbursement  inequities  are  more  prevalent  in  rural  communities  and  should  be 
dealt  with  in  the  short  run  to  stabilize  and  support  current  rural  health  systems. 

Current  reimbursement  often  pays  rural  providers  less  than  urban  counterparts. 
This  discrepancy  has  led  to  a  difficulty  in  attracting  and  retaining  providers,  ex- 
panding needed  services  and  maintaining  facilities  and  equipment  in  many  commu- 
nities. This  inequality  should  not  be  institutionalized  in  the  reformed  health  system. 

Also,  Medicare  reductions  have  been  projected  as  one  way  of  generating  savings 
to  help  finance  certain  components  of  health  care  reform.  Because  of  the  very  high 
proportion  of  elderly  in  rural  areas.  Medicare  is  a  very  large  and  critical  source  of 
payment  for  rural  providers.  Hence,  any  aspect  of  health  reform  that  proposes  a  con- 
tinuation of  Medicare,  but  with  a  reduction  in  Medicare  outlays,  has  the  potential 
for  putting  many  rural  providers  at  a  very  significant  financial  risk.  The  timing  of 
generating  cost-savings  in  Medicare  through  such  strategies  as  reducing  dispropor- 
tionate share  payments  is  crucial;  "savings"  ought  not  precede  new  sources  of  reve- 
nue generated  by  expanded  coverage. 

If  health  reform  equalizes  the  payments  to  rural  providers  and  if  many  of  the 
other  changes  occur,  there  is  a  very  good  chance  that  the  overall  economic  health 
of  rural  communities  will  be  improved.  Health  care  is  one  of  the  biggest  industries 
in  many  rural  communities.  Stabilizing  reimbursement,  bringing  it  more  in  line 
with  urban  health  care,  covering  more  people,  and  improving  the  systems  of  care 
will  greatly  strengthen  this  pillar  of  the  rural  economy. 

KEY  CONCERNS  AND  LEGISLATIVE  REMEDIES: 

Following  a  critical  analysis  of  alternative  health  reform  proposals  currently  being 
considered  by  Congressional  committees,  the  RUPRI  Expert  Panel  has  identified  the 
following  key  concerns  and  legislative  remedies  regarding  financial  security  for  rural 
providers. 

Concern:  Reductions  in  Medicare  and  Medicaid  spending,  including  changes  in 
disproportionate  share  payments  to  hospitals,  could  hurt  rural  providers  if  new 
funding,  provider  payments,  and  other  sources  of  revenue  associated  with  expanded 
insurance  coverage  do  not  materialize  in  time  to  offset  Medicare  and  Medicaid 
spending  reductions. 

Remedy:  Reductions  in  Disproportionate  Share  Payments  and/or  other  Medicare 
and  Medicaid  payment  reductions  should  be  implemented  on  a  phased-in  basis,  as 
new  revenues  from  payments  for  previously  uncompensated  care  become  available 
through  expanded  health  insurance  coverage. 

Remedy:  Legislation  which  proposes  Medicare  and  Medicaid  reductions  in  hos- 
pital, physician  and  other  provider  payments  should  contain  specific  provisions  to 
reduce  and  eliminate  historical  urban-rural  payment  differences  not  associated  with 
cost-of-living  differences. 

Concern:  Premium  caps,  global  budgets  and  other  cost  control  mechanisms  con- 
tained in  current  legislative  proposals  do  not  provide  adequate  assurance  that  cost 
control  systems  will  redress  nistorical  urban-rural  payment  inequities  and  ensure 
adequate  funding  for  the  development  and/or  maintenance  of  stable  rural  delivery 
systems. 

Remedy:  Methodologies  for  establishing  global  budgets  and/or  premium  caps 
should  explicitly  limit  or  prohibit  the  use  of  historical  price  data  alone  in  setting 
expenditure  or  premium  limits.  Such  methodologies  should  provide  sufficient  flexi- 
bility for  policy-makers  and  regulators  to  recognize  the  special  needs  of  rural  and 
underserved  areas  and  populations. 

Concern:  Mechanisms  for  adjusting  risk  among  health  plans  and  setting  premium 
rates  will  be  critical  in  ensuring  equity  in  payments  among  urban  and  rural  provid- 
ers, and  in  providing  incentives  for  plans  to  enroll  disadvantaged  and  underserved 
populations.  Adjustment  methodologies  based  on  historical  prices  alone  may  hurt 
rural  areas  which  have  typically  had  lower  costs  due  to  real  urban-rural  price  dif- 
ferences, as  well  as  potential  under-utilization  associated  with  service  availability, 
access  barriers  and  other  service  delivery  and  infrastructure  problems  in  rural 
areas. 

Remedy:  Methodologies  for  establishing  premium  risk  adjustments  should  explic- 
itly limit  or  prohibit  the  use  of  historical  price  data  alone  in  setting  expenditure  or 
premium  limits.  Such  methodologies  should  provide  sufficient  flexioility  for  policy- 
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makers  and  regulators  to  recognize  the  special  needs  of  rural  and  underserved  areas 
and  populations. 

Concern:  Legislative  proposals  vary  in  their  treatment  of  the  Medicaid  program. 
Increasing  Medicaid  payments  to  rural  providers  by  including  most  Medicaid  bene- 
ficiaries in  private,  managed  care  plans  or  by  giving  States  greater  flexibility  in  de- 
veloping new  managed  care  arrangements  for  these  populations  are  important  pro- 
visions for  rural  providers,  many  of  whom  have  high  Medicaid  patient  volumes. 

Remedy:  Provide  incentives  for,  or  require,  States  to  enroll  most  Medicaid  bene- 
ficiaries in  private,  managed  care  plans. 

ISSUE  5:  AVAILABILITY  OF  APPROPRIATE  RURAL  FACILITIES 

Incentives  should  be  in  place  to  support  and  optimally  use  rural  facilities. 

Rural  hospitals,  primary  care  clinics,  long-term  care  facilities  and  special  facilities 
such  as  mental  health  facilities  are  critical  for  rural  communities.  The  financial  con- 
dition of  these  facilities  and  how  they  are  integrated  into  rural  delivery  networks 
are  critical  issues  in  rural  health  system  development. 

Between  1980  and  1990,  330  rural  hospitals  in  this  country  were  closed.  In  rural 
hospitals  today.  Medicare  payments  account  for  approximately  40  percent  of  net  pa- 
tient revenue.  In  1992,  31  percent  of  rural  hospitals  had  negative  total  operating 
margins,  comparing  total  revenue  with  total  expenditures,  not  just  Medicare. 

Rural  hospitals  and  other  facilities  are  often  the  core  institutions  in  the  integrated 
health  delivery  systems  in  rural  areas.  While  there  is  a  need  for  some  rationaliza- 
tions of  the  form  and  function  of  many  rural  facilities,  the  financial  stability  of  the 
lead  institution  in  these  communities  is  essential  to  ensure  the  continued  viability 
of  these  networks. 

Technical  assistance  and  support  will  be  necessary  for  many  rural  communities  to 
make  the  necessary  transitions  in  the  reformed  environment. 
Many  rural  areas  will  need  considerable  assistance  to  develop  the  capacity  to 
adapt  their  institutions  into  the  new  health  care  structures  and  environment.  Rural 
communities  often  lack  the  technical  expertise  to  restructure  facilities,  develop  net- 
works, and  form  collaborative  arrangements  with  other  communities.  The  assistance 
necessary  varies  from  community  to  community,  but  these  general  needs  are  known 
and  include  assistance  in  community  development,  and  organizational,  operational, 
and  financial  assessment  and  development. 

KEY  CONCERNS  AND  LEGISLATIVE  REMEDIES: 

Following  a  critical  analysis  of  alternative  health  reform  proposals  currently  being 
considered  by  Congressional  committees,  the  RUPRI  Expert  Panel  has  identified  the 
following  key  concerns  and  legislative  remedies  regarding  the  availability  of  appro- 
priate rural  facilities. 

Concern:  Capital  assistance  is  necessary  for  rural  facilities  to  modernize  and  be 
functional  in  rural  networks,  and  should  be  available  other  than  as  part  of  more 
general  financial  assistance. 

Remedy:  Establish  a  capital  assistance  program  for  facilities,  thereby  recognizing 
this  as  meeting  a  unique  need. 

Concern:  Quality  of  care  standards  affecting  facilities  may  be  written  with  the 
urban  model  of  full  service  facilities  in  mind,  imposing  undue  and  unnecessary  costs 
on  limited-service  rural  facilities. 

Remedy:  Focus  on  appropriate  standards  for  assessing  quality,  not  uniform  stand- 
ards. Appropriate  standards  would  ensure  a  higher  quality  of  care  and  be  designed 
to  reflect  differences  in  geographic  settings,  various  levels  of  care  appropriate  for 
different  facilities,  and  a  national  referral  system  and  protocol. 

Concern:  Specifications  of  essential  community  providers  may  not  allow  for  the  di- 
versity of  providers  in  rural  areas  of  different  States:  Designating  particular  types 
of  providers  (e.g.,  federally-qualified  health  centers  and  sole  community  hospitals) 
as  essential  providers  to  receive  guaranteed  payment  does  not  recognize  the  diver- 
sity of  providers,  including  those  in  States  with  few  of  the  designated  types  but  with 
underserved  areas  being  serviced  by  others. 

Remedy:  Allow  States  to  designate  essential  community  providers,  subject  to  re- 
view and  rejection,  within  a  specified  time,  by  the  Secretary  of  Health  and  Human 
Services. 
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ISSUE  SIX:  COMPREHENSIVE  BENEFITS  FOR  RURAL  CITIZENS 

Rural  access  to  health  insurance  must  be  improved. 

Financial  access  for  individuals  and  households  in  need  of  health  services  is  large- 
ly a  function  of  a)  whether  or  not  one  has  insurance  coverage,  and  b)  the  scope  and 
provisions  of  the  benefits  package  for  those  who  do  have  coverage.  The  rates  of 
uninsurance  and  underinsurance  are  generally  higher  among  rural  people  than 
urban  people.  The  reasons  for  this  include  lower  household  incomes  that  influence 
whether  or  not  to  purchase  health  insurance,  and  if  purchased,  the  extent  of  the 
coverage  provided,  and  whether  the  household  can  cover  the  costs  of  the  co-pay- 
ments and  deductibles.  Other  related  reasons  include  relatively  few  large  "insurance 
purchasing  pools"  that  may  make  insurance  more  affordable,  and  poorer  health  sta- 
tus of  the  rural  population. 

Rural  communities  will  benefit  greatly  from  improving  insurance  coverage  for  the 
uninsured.  Beyond  the  obvious  immemate  gains  for  individuals  and  households, 
rural  medical  providers  will  benefit  by  having  paying  patients.  This  is  a  particularly 
important  concern  for  providers  that  exist  with  thin  operating  margins,  as  is  true 
for  many  rural  providers. 

A  benefit  package  that  meets  the  needs  of  rural  communities  must  be  designed. 

Rural  residents  have  similar  health  problems  as  urban  residents.  However,  be- 
cause of  the  geography,  demographics  and  limited  support  available  to  many  people, 
some  benefits  have  more  utility  to  rural  residents.  To  best  treat  rural  residents,  a 
basic  benefits  package  should  cover  broad  categories  of  care  necessary  for  adequate 
health  outcomes,  including  inpatient  and  outpatient  care,  emergency  medical  serv- 
ices, mental  health  and  substance  abuse,  and  long  term  care. 

KEY  CONCERNS  AND  LEGISLATIVE  REMEDIES: 

Following  a  critical  analysis  of  alternative  health  reform  proposals  currently  being 
considered  by  Congressional  committees,  the  RUPRI  Expert  Panel  has  identified  the 
following  key  concerns  and  legislative  remedies  regarding  comprehensive  benefits 
for  rural  citizens. 

Concern:  Eligibility:  Proposals  that  exclude  undocumented  aliens  will  cause  a 
hardship  for  many  providers  in  rural  communities.  Providers  will  not  turn  people 
away,  and  when  they  treat  these  people  they  will  incur  debts  that  may  compromise 
their  financial  viability. 

Remedy:  If  all  residents  are  not  covered  through  the  insurance  mechanism,  provi- 
sions should  be  made  for  direct  support  for  the  providers  serving  undocumented 
aliens  so  that  rural  health  systems  will  not  be  negatively  affected  by  this  exclusion. 

Concern:  Benefits:  A  limited  benefit  package  will  adversely  affect  rural  residents, 
as  geography,  demography  and  limited  collateral  support  compound  the  effect  of 
these  limitations. 

Remedy:  If  the  proposed  benefit  package  is  limited  and  does  not  include  services 
such  as  transportation,  mental  health,  substance  abuse,  and  long  term  care,  supple- 
mental benefits  for  these  services  should  be  available  in  rural  communities. 

Concern:  Low  income  support:  Insufficient  or  lack  of  a  timely  subsidy  for  low  in- 
come people  will  more  negatively  impact  rural  communities  than  urban  commu- 
nities. 

Remedy:  Sufficient  funds  should  be  available  for  low  income  people  so  that  income 
sensitive  cost  sharing,  such  as  a  sliding  scale,  can  be  put  in  place  in  a  timely  fash- 
ion. These  funds  should  not  be  dependent  on  future  cost  savings. 

RUPRI  RURAL  HEALTH  REFORM  EXPERT  PANEL  MEMBERSHIP 

Andrew  F.  Coburn,  Ph.D.  is  the  associate  director  for  Research  Programs  and  as- 
sociate professor  of  Health  Policy  and  Management  in  the  Edmund  S.  Muskie  Insti- 
tute of  Public  Affairs  at  the  University  of  Southern  Maine.  Dr.  Coburn  is  also  direc- 
tor of  the  Maine  Rural  Health  Research  Center,  one  of  seven  national  centers  fund- 
ed by  the  Federal  Office  of  Rural  Health  Policy.  He  is  currently  directing  studies 
of  rural  health  insurance  coverage,  Medicaid  physician  payment  policies  and  long- 
term  care.  Dr.  Coburn  is  an  active  member  of  the  National  Academy  for  State 
Health  Policy. 

Sam  Cordes,  Ph.D.  is  head  of  the  Department  of  Agricultural  Economics  and  di- 
rector of  the  Center  for  Rural  Community  Revitalization  and  Development  at  the 
University  of  Nebraska-Lincoln.  He  is  a  past  member  of  the  National  Advisory  Com- 
mittee on  Rural  Health,  U.S.  Department  of  Health  and  Human  Services  and  a 
member  of  the  National  Research  Initiative  Advisory  Committee,  U.S.  Department 
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of  Agriculture.  He  has  published  extensively  on  the  economics  of  rural  health  care, 
and  served  as  president  of  the  American  Rural  Health  Association. 

Robert  A.  Crittenden,  M.D.,  MPH  is  currently  the  Health  Policy  Analyst  for  the 
Office  of  the  Dean  of  the  School  of  Medicine  at  the  University  of  Washington  in  Se- 
attle. He  also  is  a  primary  care  physician  working  with  Native  American  and  low- 
income  people.  In  the  past,  Dr.  Crittenden  was  staff  for  the  commission  that  de- 
signed the  Washington  Basic  Health  Plan  and  a  health  policy  fellow  in  the  office 
ofSenator  George  Mitchell  where  he  worked  on  outcomes  research,  long  term  care 
and  health  reform.  He  has  also  served  as  health  policy  advisor  to  Governor  Booth 
Gardner  of  Washington  State  and  chaired  the  stafT  committee  of  the  National  Gov- 
ernor's Association  when  they  developed  their  policy  on  health  care  reform. 

J.  Patrick  Hart,  Ph.D.  is  executive  director  of  Northern  Wisconsin  AHEC,  Inc.  of 
Wausau,  Wisconsin.  The  Wisconsin  AHEC  system  seeks  to  improve  the  supply  and 
distribution  of  health  professionals  in  underserved  areas.  Before  accepting  his  cur- 
rent responsibilities,  Dr.  Hart  held  faculty  positions  at  Tulane  University,  the  Uni- 
versity of  Oklahoma,  the  University  of  Texas  Health  Science  Center  and  the  Univer- 
sity of  North  Dakota.  He  is  past  president  of  the  Board  of  Directors  of  the  National 
Rural  Health  Association  and  past  chair  of  the  Rural  Health  Committee  of  the 
American  Public  Health  Association. 

Keith  J.  Mueller,  Ph.D.  is  professor  of  Political  Science  and  director  of  the  Center 
for  Rural  Health  Research  in  the  Department  of  Preventive  and  Societal  Medicine 
at  the  University  of  Nebraska  Medical  Center.  He  has  published  extensively  on  a 
variety  of  State  and  Federal  health  care  policy  research  issues,  including  a  book, 
Health  Care  Policy  in  the  United  States,  and  a  series  of  rural  health  policy  briefs 
on  national  and  State  health  reform  legislation.  He  currently  serves  on  the  Steering 
Committee  for  Primary  Care  and  Prevention  of  the  National  Academy  for  State 
Health  Policy. 

Wayne  W.  Myers,  M.D.  is  professor  of  Pediatrics  and  dof  the  University  of  Ken- 
tucky Center  for  Rural  Health  in  Hazard,  Kentucky.  Dr.  Myers  has  also  held  aca- 
demic appointments  at  the  University  of  Alaska,  Fairbanks  and  at  the  University 
of  Washington  School  of  Medicine,  Seattle,  where  he  served  as  director  of  the  WAMI 
Program,  a  rurally  oriented  medical  education  program  in  Washington,  Alaska, 
Montana  and  Idaho.  In  addition,  he  has  considerable  experience  as  a  policy  advisor 
in  health  planning  and  rural  health  syste.n  development  in  Alaska,  the  U.S.  Bureau 
of  Health  Professions  and  Indian  Health  Service. 

Thomas  C.  Ricketts,  HI,  Ph.D.  is  assistant  professor  in  the  Department  of  Health 
Policy  and  Administration,  School  of  Public  Health,  University  of  North  Carolina- 
Chapel  Hill,  and  director  of  the  North  Carolina  Rural  Health  Research  Program.  In 
these  roles,  Dr.  Ricketts  has  conducted  major  national  studies  on  the  distribution 
of  health  care  professionals,  training  and  service  models  designed  to  meet  rural 
health  care  needs,  and  the  future  of  the  small  rural  hospital.  He  is  an  editor  and 
primary  contributor  to  a  recent  book.  Health  and  Rural  North  America:  The  Geog- 
raphy of  Health  Care  Services  and  Delivery  (Rutgers  University  Press,  1992). 


Lynn  H.  Clothier 

Thank  you  Mr.  Chairman  and  Members  of  the  committee  for  the  opportunity  to 
be  here  today. 

My  name  is  Lynn  Clothier,  I  am  the  president  of  Indiana  Health  Centers,  Incor- 
porated. We  are  a  federally  funded  community,  migrant  and  homeless  health  center 
program  with  State  funding  contracts  for  maternal/child  health  and  USDA  WIC 
components.  In  addition,  Indiana  Health  Centers,  operates  the  only  federally  quali- 
fied health  centers  in  Indiana  located  in  a  rural  area. 

Our  rural  health  center  in  Marion,  Indiana  had  a  recent  opportunity  to  acquaint 
Senator  Lugar  with  the  particular  needs  of  the  area  when  he  visited  the  center  to 
learn  of  our  needs  first  hand.  For  those  of  you  unaware.  Senator  Lugar's  support 
of  community  oriented  primary  care  dates  back  to  his  early  days  as  Mayor  of  Indi- 
anapolis, when  he  assisted  in  the  creation  of  city  funded  primary  care  programs  op- 
erated by  consumer  based  organizations.  One  of  these  same  programs  recently 
hosted  President  Clinton  on  his  visit  to  Indianapolis.  I  believe  that  President  Clin- 
ton's presence  in  a  health  center  whose  creation  is  credited  to  (then)  Mayor  Lugar; 
shows  health  centers  to  be  a  truly  bipartisan  issue  worthy  of  everyone's  support. 

Although  I  have  various  affiliations  with  several  national  and  regional  organiza- 
tions, to  review  and  collect  my  thoughts  for  today;  I  pulled  heavily  from  my  associ- 
ates on  the  Indiana  Rural  Health  Advisory  Council  of  the  Indiana  State  Department 
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of  Health.  This  is  a  new  group,  formed  in  the  previous  2  years  as  Indiana  has  re- 
ceived Federal  assistance  with  a  State  office  of  rural  health  policy. 

I  have  attached  a  summary  of  the  data  contained  in  "The  Health  of  the  Rural  Pop- 
ulation" (Executive  Summary)  compiled  and  published  by  the  Indiana  State  Depart- 
ment of  Health.  This  data  summary  itemizes  the  problems  affecting  the  health  of 
Indiana's  rural  population. 

In  varying  roles,  by  1994,  I  have  completed  20  years  in  assisting  communities  and 
populations  in  Indiana  (both  urban  and  rural)  to  address  the  issue  of  access  to 
health  care  services.  In  Indiana,  I  believe  that  the  solutions  to  the  problems  faced 
by  the  residents  and  health  providers  in  rural  areas  lie  in  4  directions. 

1.  Assuring  access  to  primary  care  providers  in  rural  areas 

To  accomplish  this,  we  must  increase  the  supply  of  primary  care  providers  to  the 
Nation  as  a  whole,  with  special  attention  to  use  of  non-physician  provider  categories 
of  nurses,  nurse  practitioners,  nurse  mid-wives  and  pnysician  assistants.  In  addi- 
tion, we  need  to  give  special  attention  to  altering  the  geographic  distribution  of  pri- 
mary care  providers. 

I  concur  with  my  colleagues  at  the  Indiana  Hospital  Association,  that  the  need 
for  additional  primary  care  physicians  in  rural  areas  is  critical  to  increasing  access. 
This  long  standing  shortage  has  more  recently  been  aggravated  by  the  financial  in- 
centives utilized  by  large  managed  care  programs  to  attract  primary  care  physicians 
to  urban  areas.  Several  initiatives  that  are  needed  to  increase  the  number  of  pri- 
mary care  providers  in  rural  areas  include: 

•  increasing  the  number  of  primary  care  physician  resident  slots  in  medical  schools 

•  increasing  the  number  of  mid-level  practitioner  training  programs 

•  providing  tuition  loan  repayment  programs  for  primary  care  providers  locating  in 
rural  areas,  similar  to  the  National  Health  Service  Corps  program  for  Health  Pro- 
fessional Shortage  Areas 

•  increasing  reimbursements  for  primary  care  providers  in  rural  areas  under  Fed- 
eral entitlement  programs  (like  Medicare  and  Medicaid),  instead  of  decreasing 
them 

•  expanding  all  aspects  of  the  National  Health  Service  Corps  program 

•  developing  a  rural  health  telecommunication  initiative  to  reduce  the  professional 
isolation  that  is  a  current  deterrent  to  practice  in  rural  areas 

•  promoting  the  development  of  rural  practice  residencies  that  uniquely  prepare 
providers  for  the  realities  of  rural  medical  practice.  A  very  fine  example  of  such 
a  program  is  available  at  Union  Hospital  in  Terre  Haute,  IN,  if  a  model  is  needed 
for  replication. 

•  developing  a  National  mid-level  provider  initiative  within  all  federally  funded  cat- 
egorical, block,  research,  and  educational  programs 

As  so  aptly  put  by  the  Indiana  Hospital  Association,  "increasing  the  supply  of 
non-physician  primary  care  providers  is  one  of  the  most  effective  means  of  increas- 
ing access  to  primary  care  in  rural  areas.  In  addition  to  increasing  the  supply,  these 
providers  must  also  be  given  the  legal  authority  under  licensing  Taws  to  provide  all 
types  of  primary  care,  including  prescriptive  authority.  Research  has  unequivocally 
snown  that  these  non-physician  providers  can  provide  high  quality  care  in  an  ex- 
tremely cost  effective  fashion,  that  is  readily  acceptable  to  those  living  in  rural 
areas." 

•  finally,  any  recommendations  about  access,  must  include  a  program  to  develop 
and/or  reinforce  rural  transportation  systems. 

2.  Assuring  the  financial  survival  of  health  facilities  in  all  rural  areas. 
Currently,  the  only  health  facilities  in  many  of  our  rural  areas  are  hospitals. 

While  the  roles  and  services  of  our  hospitals  are  changing,  have  changed  and  will 
continue  to  change;  we  simply  cannot  allow  the  demise  of  rural  hospitals  without 
any  evolutionary  replacement.  It  will  be  some  time  yet  before  we  have  an  answer 
to  what  type  of  health  facility  each  community  will  or  should  have.  However,  we 
know  now  that  the  eventual  answer  in  NOT  that  a  rural  community  shall  have  NO 
health  facility.  If  we  allow  the  loss  of  rural  hospitals  at  this  early  stage  of  our  health 
system  evolution,  we  will  be  condemning  rural  communities  and  their  residents  to 
sure  death.  Several  proposals  before  Congress  call  for  additional  cuts  in  Medicare. 
Rural  hospitals  are  largely  dependent  upon  Medicare  funding.  Congress  cannot 
make  substantial  cuts  in  Medicare  funds  and  expect  rural  hospitals  to  continue  to 
serve  the  health  care  needs  of  their  communities,  particularly  when  those  commu- 
nities are  comprised  of  a  disproportionately  high  number  of  elderly  persons. 
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In  addition  to  stopping  the  loss  of  rural  hospitals,  the  community  and  migrant 
health  center  program  should  be  expanded  to  allow  the  establishment  of  health  cen- 
ters in  all  rural  areas  that  want  one.  Although  the  recipient  of  stable  funding  for 
some  years,  and  some  modest  expansions  in  recent  years;  the  funding  available 
through  this  program  has  not  kept  pace  with  rising  health  care  costs.  Annually,  far 
too  many  requests  from  local  communities  cannot  be  honored,  in  part,  due  to  insufTi- 
cient  funding  levels. 

The  Community  and  Migrant  Health  Center  Program  is  uniquely  structured  to 
address  the  barriers  frequently  encountered  in  rural  health  delivery  systems.  C/ 
MHCs  are  consumer  governed  and  community  oriented,  allowing  each  program  to 
be  a  one-of-a-kind  template  molded  to  local  needs  and  issues.  C/MHCs  are  family 
centered  and  culturally  competent,  fostering  the  evolution  of  special  services  for  spe- 
cial populations  requiring  knowledge  not  gained  in  health  professional  training  pro- 
grams, but  rather  from  the  people  themselves.  C/MHCs  provide  continuous,  quality, 
affordable  services  at  convenient  times  and  places  that  encourage  their  use  by  indi- 
viduals rejecting  larger,  more  impersonal  institutions.  Finally,  there  are  many  ex- 
amples throughout  the  Nation,  of  community  and  migrant  health  centers 
networking  throughout  local  health  infrastructures  to  devise  effective  community  so- 
lutions to  complex  community  health  problems. 

3.  Removing  inadequate  personal  finances  as  a  pre-requisite  to  health  care  in  Amer- 

ica. 

Without  universal  access  to  health  care  through  health  reform;  the  chronically 
poor,  the  newly  poor,  the  underemployed,  the  unemployed,  and  the  suddenly  medi- 
cally bankrupt  will  continue  to  contribute  to  our  Nation's  health  care  dilemma  in 
the  form  of  uncompensated  care  which  will  most  certainly  erode  the  entire  system. 
We  cannot  continue  "as  is".  Every  day  that  we  delay,  the  problems  to  be  solved  grow 
only  larger.  The  only  solution  is  to  adopt  health  care  reform  this  year  with  provi- 
sions for  services  in  all  areas,  and  for  all  people.  To  assure  acceptable  access  for  all 
Americans,  we  must  strengthen  the  provisions  for  essential  community  providers  as 
a  "safety  net"  for  underserved  populations  and  communities. 

4.  Assuring  personal  health  and  safety  of  rural  residents. 

The  growing  body  of  evidence  connecting  health  and  safety  problems  with  involve- 
ment in  the  agricultural  industry  cannot  be  ignored.  In  addition,  the  growing  evi- 
dence of  water  contamination  in  agricultural  areas  may  pose  health  and  environ- 
mental problems  for  generations  to  come. 

The  agricultural  industry  of  the  U.S.  and  it's  attendant  world  position  can  best 
be  secured  for  the  future,  by  assuring  the  health  and  safety  of  all  those  living  and 
working  in  our  agricultural  areas.  Your  leadership  is  needed  to  solve  this  problem 
now. 

Thank  you  for  the  opportunity  to  be  here  today.  I  will  be  glad  to  answer  your 
questions. 


Office  of  Technology  Assessment 

HEALTH  CARE  IN  RURAL  AMERICA 

Summary  of  Major  Points 

In  1990,  the  Office  of  Technology  Assessment  (OTA)  released  a  report  entitled, 
"Health  Care  in  Rural  America"  (OTA,  1990).  This  statement  highlights  the  findings 
of  the  1990  report  and  includes  updated  statistics  where  possible. 

•  Although  there  have  been  some  selected  improvements,  OTA  has  no  reason  to  be- 
lieve that  the  problems  rural  residents  face  in  their  access  to  health  care  have 
changed  substantially  since  the  1990  report. 

•  Access  of  rural  residents  to  physicians  continues  to  be  limited. 

In  1988,  111  counties  in  the  United  States  covering  approximately  325,000  people 
had  no  physicians  at  all;  in  1992,  106  counties  in  the  United  States  covering  ap- 
proximately 300,000  people  were  without  a  physician  (USDHHS,  HRSA,  BHP, 
1994). 

•  Rural  hospitals  have  continued  to  close. 

The  number  of  hospitals  in  nonmetropolitan  areas  fell  from  2,599  in  1987  to  2,285 
in  1992,  a  decrease  of  12.1  percent  (AHA,  1987-1994). 

•  The  financial  picture  for  rural  hospitals  that  remain  open  has  improved  some- 
what. 
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Rural  hospital  margins  have  increased  over  the  past  four  years. ^  Still,  over  28 
percent  of  rural  hospitals  have  expenses  in  excess  of  revenues  (ProPAC,  1994). 

•  The  National  Health  Service  Corps  (NEISC)  is  still  a  small  but  very  important 
source  of  providers  for  underserved  areas. 

In  1993,  960  NHSC  providers  were  serving  in  rural  Health  Manpower  Shortage 
Areas  (USDHHS,  HRSA,  BHCDA,  1994).2 

Issues  Surrounding  Access  to  Health  Care  in  Rural  Areas 

During  this  century,  the  rural  population  has  become  an  increasingly  smaller  pro- 
portion of  the  total  U.S.  population.  As  of  1990,  about  21  percent  of  the  U.S.  popu- 
lation lived  in  nonmetropolitan  counties  (see  appendix  A)  (USDC,  1993).^  These 
rural  residents  do  not  necessarily  enjoy  good  health;  in  fact,  rural  residents  have 
higher  rates  of  chronic  disease  than  do  those  who  live  in  rural  areas. 

Rural  residents  also  have  unique  problems  in  obtaining  health  care  due  to  the  low 
density  of  the  population  and  the  extent  of  physical  barriers  they  may  encounter. 
Rural  residents  often  must  travel  great  distances  to  obtain  basic  services.  Sparse 
populations  make  it  difficult  for  many  rural  areas  to  support  a  full  array  of  health 
services,  particularly  in  "frontier"  counties  of  six  or  fewer  persons  per  scpjare  mile. 
Even  in  relatively  well  populated  rural  areas,  the  lack  of  a  public  transportation 
system  and  the  existence  of  few  local  providers  to  choose  from  can  make  it  difficult 
for  many  rural  residents  to  reach  facilities  where  they  can  receive  care. 

Economic  barriers  that  prevent  rural  residents  from  receiving  adequate  health 
care  often  outweigh  strictly  physical  barriers.  Rural  residents  have  lower  average 
incomes  and  higher  poverty  rates  than  do  urban  residents,  and  one  in  six  rural  indi- 
viduals lives  in  poverty  (USDA,  1993).  Although  some  rural  areas  have  prospered 
(e.g.,  areas  that  have  become  retirement  havens),  other  areas  continue  to  be  pockets 
of  poverty. 

Compared  with  urban  residents,  rural  residents  are  slightly  less  likely  to  have 
any  health  insurance  coverage  (83.5  percent  of  rural  residents  insured  vs.  84.3  per- 
cent of  urban  residents  in  1991  for  those  under  age  65)  (CRS,  1994),  and  poor  rural 
residents  are  less  likely  than  urban  residents  to  be  covered  by  Medicaid  (35.5  vs. 
44.4  percent  in  1987). 

ACCESS  TO  SPECIFIC  SERVICES 

Access  to  Hospitals 

Health  care  in  the  United  States  has  changed  over  the  past  decade.  Managed  care 
has  become  commonplace;  cost-based  reimbursement  has  become  rare;  and  hospital 
inpatient  services  are  likely  to  be  technologically  intensive  procedures  rather  than 
hospital  stays  for  simple  pneumonia.  Even  surgery  is  no  longer  usually  an  inpatient 
service;  the  percentage  of  surgeries  done  on  an  outpatient  basis  in  all  community 
hospitals  increased  from  20.7  percent  in  1982  to  53.8  percent  in  1992  (AHA,  1987- 
1994).  All  of  these  changes  in  turn  dramatically  changed  the  role  of  rural  hospitals. 

Declines  in  utilization  resulting  from  the  outmigration  of  rural  residents  to  urban 
areas  for  care,  coupled  with  increasing  amounts  of  uncompensated  care,  have 
threatened  the  financial  stability  of  many  rural  hospitals.  The  number  of  rural  com- 
munity hospitals  fell  from  2,599  in  1987  to  2,285  in  1992,  a  decrease  of  12.1  percent 
(see  appendix  B)  (AHA,  1987-1994).''  The  number  of  urban  hospitals  over  the  same 
time  period,  however,  remained  steady,  decreasingly  by  only  0.2  percent. 

Rural  hospitals  that  have  remained  open  have  witnessed  improvements  in  their 
financial  status,  and  as  a  group  they  now  actually  have  higher  margins  than  urban 
hospitals.^  Still,  28.6  percent  of  rural  hospitals  have  total  expenses  higher  than  total 


1 A  hospital's  margin  is  the  dilTerence  between  its  total  revenues  and  expenses  divided  by  total 
revenues. 

2  A  Health  Manpower  Shortage  Area  is  an  area  designated  by  the  Federal  Government  as  hav- 
ing shortages  of  health  personnel,  determined  primarily  by  population-to-practitioner  ratios. 

3  Metropolitan  areas  (MA's)  are  designated  by  the  U.S.  OfTice  of  Management  and  Budget 
(OMB).  Under  the  current  provisions,  an  MA  must  include  either:  (a)  one  city  with  50,000  or 
more  inhabitants,  or  (b)  a  Census  Bureau-defined  urbanized  area  of  at  least  50,000  inhabitants 
and  a  total  MA  population  of  at  least  100,000  (75,000  in  New  England)  (USDC,  1993).  About 
25  percent  of  the  U.S.  population  lives  in  "rural"  areas  as  defined  by  the  Census  Bureau  (places 
of  2,500  or  fewer  residents). 

*In  1992,  72  percent  of  rural  community  hospitals  (1,634  hospitals)  had  fewer  than  100  beds. 

^The  Prospective  Payment  Assessment  Commission  notes  that  rural  hospitals  have  an  aver- 
age margin  of  5.1  percent  compared  to  an  average  margin  of  urban  hospitals  of  4.0  percent 
(ProPAC,  1994). 
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revenues  (ProPAC,  1994).^  Many  small  community  facilities  continue  to  lose  wealthi- 
er patients  to  more  distant  urban  hospitals  and  clinics.  Local  facilities  are  left  to 
contend  with  low  occupancy  rates  and  a  high  proportion  of  patients  who  cannot  pay 
the  full  costs  of  their  care.  Some  rural  hospitals  will  only  survive  if  they  continue 
to  receive  government  assistance. 

Access  to  Physicians  and  Midlevel  Practitioners 

While  the  number  of  physicians  has  increased  in  rural  areas  over  time,  physician- 
to-population  ratios  continue  to  be  much  lower  than  that  of  urban  areas.  In  1992, 
only  11.6  percent  of  physicians  were  located  in  nonmetropolitan  areas  (AMA,  1993), 
or  about  1.1  physicians  per  1,000  residents,  compared  with  2.6  per  1,000  residents 
in  metropolitan  areas.''  Furthermore,  the  problem  of  physician  shortages  in  specific 
rural  areas  continues.  In  1988,  111  counties  in  the  United  States  covering  approxi- 
mately 325,000  people  had  no  physicians  at  all;  in  1992,  106  counties  covering  ap- 
proximately 300,000  people  were  without  an  active  physician  (see  appendix  C) 
(USDHHS,  HRSA,  BHP,  1994).8  In  1992,  part  or  all  of  1,214  nonmetropolitan  coun- 
ties were  designated  as  primary  care  Health  Manpower  Shortage  Areas  (compared 
with  1,280  counties  in  1988). 

Personal  concerns,  perceived  lower  financial  rewards,  professional  isolation,  and 
lack  of  preparation  for  rural  practice  prevent  many  practitioners  from  locating  and 
staying  in  rural  areas.  Further,  although  rural  areas  tend  to  rely  on  family  and  gen- 
eral practice  physicians  for  their  medical  needs,  national  shifts  toward  managed 
care  networks,  which  tend  to  be  in  urban  areas  and  which  also  rely  heavily  on  these 
providers,  may  make  it  more  difficult  for  rural  areas  to  attract  these  providers. 

Midlevel  practitioners  (i.e.,  physician  assistants,  nurse  practitioners,  and  certified 
nurse-midwives)  are  key  players  in  the  delivery  of  health  care  services  in  rural 
areas.  Like  primary  care  physicians,  however,  rural  areas  must  increasingly  com- 
pete with  urban  managed  care  and  other  providers  for  these  practitioners.  For  ex- 
ample, the  percentage  of  physician  assistants  practicing  in  towns  with  fewer  than 
10,000  people  declined  from  27  percent  in  1981  to  15  percent  in  1991  (USDHHS, 
HRSA,  BHP,  1992). 

The  National  Health  Service  Corps  (NHSC)  was  created  in  1971  to  give  scholar- 
ships and  other  assistance  to  health  personnel  willing  to  practice  in  medically  un- 
derserved  areas.  Funding  for  the  program  decreased  dramatically  in  the  1980s,  and 
the  number  of  providers  serving  in  the  NHSC  declined  from  9,157  in  1981  to  2,347 
in  1989.^  The  numbers  would  have  continued  to  decline  as  existing  scholarship  re- 
cipients fulfilled  their  obligations  to  serve  The  National  Health  Service  Corps  Kevi- 
talization  Amendments  of  1990  (Public  Law  101-597)  infused  new  funds  into  the 
NHSC  (emphasizing  an  education  loan  repayment  program),  halting  the  decline  and 
ensuring  that  the  stream  of  providers  participating  in  NHSC  would  continue.  None- 
theless, the  number  of  providers  serving  today  is  still  low  compared  to  the  needs 
of  medically  underserved  areas.  In  1993,  the  field  strength  of  the  NHSC  was  1,606 
providers  1°  (USDHHS,  HRSA,  BHCDA,  1994).  Of  these,  60  percent  practiced  in 
rural  areas.  About  three-fourths  of  NHSCI!  personnel  are  physicians. 

Current  OTA  Studies  Related  to  Rural  Health 

OTA  is  currently  working  on  two  assessments  with  particular  relevance  to  rural 
health.  Improving  the  Distribution  of  the  Medical  Workforce  ^^  and  Information 
Technology  and  the  Health  Care  System. ^^ 

Improving  the  Distribution  of  the  Medical  Workforce  addresses  the  increasing 
trend  toward  specialization  among  health  care  providers  in  the  United  States.  This 
trend  continues  despite  a  relative  overabundance  of  specialists,  and  despite  the  fact 
that  many  areas  of  the  country,  particularly  rural  and  inner-city  areas,  continue  to 


®This  figure  is  for  the  9th  year  of  the  Medicare  prospective  payment  system  (roughly  1992). 
In  that  year,  56.3  percent  of  rural  hospitals  had  Medicare  operating  expenses  that  were  higher 
than  Medicare  operating  revenues  (ProPAC,  1994). 

''The  physician  per  1,000  resident  figures  are  for  1988. 

^An  additional  85  counties  covering  a  population  of  approximately  365,000  people  had  only 
one  physician  (USDHHS,  HRSA,  BHP,  1994). 

^Includes  providers  who  served  at  any  time  during  the  year. 

10  This  1993  number  is  not  comparable  with  the  1981  and  1989  numbers  cited  here  due  to 
the  way  that  the  data  are  presented  in  NHSC  databases. 

11  This  assessment  will  be  delivered  to  OTA's  Technology  Assessment  Board  for  approval  for 
release  in  the  summer  of  1995. 

i^This  assessment  will  be  delivered  to  OTA's  Technology  Assessment  Board  for  approval  for 
release  in  March  of  1995. 
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be  medicallv  underserved.  The  report  for  this  study  will  examine  the  causes  of  geo- 
graphic and  specialty  maldistribution  of  health  care  providers  and  determine  what 
types  of  interventions  are  most  likely  to  be  successful  in  correcting  this  maldistribu- 
tion. 

The  OTA  assessment  Information  Technology  and  the  Health  Care  System  is  ex- 
amining how  use  of  information  technology  (computers  and  telecommunication) 
might  help  to  monitor,  control,  or  reduce  costs  in  the  health  care  system  or  to  im- 
prove the  quality  or  accessibility  of  health  care.  It  examines  the  potential  roles  of 
the  Federal  Government  and  the  private  sector  in  designing  and  building  the  Na- 
tion's health  information  infrastructure.  Among  the  applications  to  be  addressed  are 
regional  information  networks,  telemedicine,  improved  communication  among  emer- 
gency medical  service  providers,  and  other  issues  of  concern  to  rural  people. 
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Appendix  A-Characteristics  of  Metropolitan  and  Nonmetropolitan  Populations 

Metro Nonmetro 

General  Characteristics  (1990) 

Total  Population  197,467,000  51,423,000 

Education,  employment, 
and  income  characterisitics 

Completed  high  school  or  more  (1990)  77.0%  69.2% 

Completed  college  or  more  1 7.9%o  11.0% 

Median  Family  Income  (1989)  $37,933  $27,620 


Poverty  rates  for  individuals  (1989) 

12.0% 

16.8% 

White 

8.4% 

13.8% 

Black 

27.5% 

39.5% 

Hispanic 

24.5% 

32.2% 

Source:  U.S  Department  of  Agriculture,  Economic  Research  Service,  Rural  Conditions 
and  Trends,  4(3):  Fall  1993. 
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Appendix  B— Number  and  Occupancy  Rate  of  Community  Hospitals,  by 
Metropolitan/Nonmetropolitan  Status 


1986 

1987 

1988 

1989 

1990 

1991 

1992 

Number  of 
hospitals 

Nonmetro 

2,638 

2,599 

2,549 

2,497 

2,460 

2,421 

2,285 

Metro 

3,040 

3,012 

2,984 

2,958 

2,924 

2,921 

3,007 

Occupancy  rate 
(percent) 

Nonmetro 

55.1 

55.3 

55,7 

565 

57.6 

57.4 

57.5 

Metro 

67.0 

67.7 

68.4 

69.0 

69.4 

68.6 

67.8 

Source:  American  Hospital  Associatioti,  Hospital  Statistics  (Chicago,  IL:  AHA,  1987- 
1994  eds.). 
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Appendix  C— Number  and  Resident  Population  of  Nonmetropolitan 
Counties  Without  a  Physician,'  1992 


Number 

Resident 

of  nonmetro 

population 

counties 

of  counties 

United  States 

106 

299,396 

California 

1 

1,143 

Colorado 

3 

2,549 

Georgia 

11 

56,201 

Idaho 

4 

14,133 

Illinois 

1 

10,159 

Indiana 

1 

5,330 

Kansas 

3 

8,466 

Kentucky 

1 

5,196 

Mississippi 

1 

1,875 

Missouri 

2 

11,345 

Montana 

8 

10,038 

Nebraska 

16 

22,456 

Nevada 

1 

2,528 

New  Mexico 

1 

995 

North  Carohna 

1 

3,818 

North  Dakota 

12 

37,566 

Oregon 

3 

5,129 

South  Dakota 

13 

33,323 

Tennessee 

1 

4,906 

Texas 

16 

35,393 

Utah 

4 

13,931 

Virginia 

2 

12,916 

Source:  U.S.  Department  of  Heahh  and  Human  Services,  Health  Resources 
and  Services  Administration,  Bureau  of  Health  Professions,  Office  of  Data 
Analysis  and  Management,  Rockville,  MD,  unpublished  data  from  the  Area 
Resource  File  data  system  provided  to  OTA  in  1994. 


'Physicians  include  1992  federal  and  non-federal  MDs  and  1989  federal  and  non-federal  active  DOs 
(doctors  of  osteopathy). 
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J.C.  Roberts 

Mr.  Chairman,  Members  of  the  committee,  I  am  pleased  to  submit  this  testimony 
on  behalf  of  the  Nation's  1,000  consumer-owned,  not-for-profit  rural  electric  systems, 
which  provide  electric  service  to  more  than  25  million  consumers  in  the  rural  areas 
of  46  States.  I  am  Jim  Roberts,  president  of  the  Board  of  directors  of  the  National 
Rural  Electric  Cooperative  Association  (NRECA),  the  Washington-based  national 
service  organization  of  these  rural  electric  systems.  I  am  also  general  manager  of 
South  Plains  Rural  Electric  Co-op,  Lubbock,  Texas. 

I  am  submitting  this  testimony  at  the  direction  of  NRECA's  general  membership, 
whose  concerns  with  rural  health  care  are  of  long  standing. 

Before  I  get  to  our  membership's  recommendations  with  regard  to  health  care,  I'd 
like  to  provide  the  committee  with  a  short  history  that  underlines  our  rationale  for 
interest  in  the  subject  of  health  care  and  health  care  reform. 

NRECA  has  for  many  years  been  deeply  immersed  in  issues  of  health  policy.  In 
this  regard,  the  Association  has  sponsored  studies  such  as  "Health  Care  Needs,  Re- 
sources and  Access  in  Rural  America,"  "The  NI^ECA  Survey  of  Health  Coverage  in 
Smaller  Firms,"  "The  NRECA  Plans  and  the  Minimum  Health  Benefit,"  and  "Meas- 
ured Care  Plans  in  Rural  America."  An  updated  "Health  Care  Needs,  Resources  and 
Access  in  Rural  America"  was  published  only  this  week,  and  I  have  provided  copies 
for  Members  of  the  committee. 

In  the  case  of  all  these  reports,  surveys  and  studies,  NRECA's  experience  with 
its  own  group  trust,  which  includes  more  than  131,000  covered  lives  in  752  rural 
electric  systems  in  most  of  the  46  States  served  by  rural  electric  systems,  served 
as  a  data  base  and  point  of  departure. 

Rural  electric  systems  are  strong  players  in  the  economic  development  of  rural 
America,  and  there  is  an  inherent  willingness  to  continue  that  role.  However,  pro- 
fessional rural  development  experts  and  cooperative  employees,  managers  and  direc- 
tors understand  that  accessible,  affordable  effective  local  health  care  is  vital  to  busi- 
ness retention,  expansion  and  attraction.  Without  a  healthy  health  care  system,  a 
community  cannot  expect  a  healthy,  growing  economy. 

Because  of  these  interests,  and  because  of  a  general  concern  for  the  health  care 
needs  of  rural  electric  consumers,  NRECA,  through  its  economic  development  activi- 
ties and  through  its  insurance  program  has  focused  on  health  care.  Economic  devel- 
opment resource  teams  that  voluntarily  help  communities  assess  their  economic  de- 
velopment problems  and  opportunities  include  experts  in  rural  health  care.  NRECA 
and  several  of  its  member  systems  have  explored  utilizing  the  cooperative  model  as 
a  health  care  delivery  mechanism  in  rural  America.  NRECA  stafl  and  membership 
have  actively  participated  in  community  assessments  that  assist  in  the  formulation 
and  implementation  of  local  area  health  plans  that  maintain  local  health  care  insti- 
tutions and  curb  the  alarming  flight  of  health  care  dollars  from  rural  communities 
to  urban  areas.  NRECA's  member  systems  have  actively  participated  in  local  health 
care  programs  with  national  implications,  including  workplace  cancer  prevention 
and  seniors'  medical  self-care. 

Rural  electric  systems,  through  NRECA,  have  actively  promoted  the  development 
and  deployment  of  technologies  that  work  for  rural  areas,  for  example,  the  Medical 
Link  program  that  is  funded  annually  in  Agriculture  Appropriations. 

Our  studies  of  health  care  financing  and  delivery  systems  in  rural  areas  have 
given  us  an  appreciation  for  the  complexities  of  these  issues. 

Our  experience,  frequently  as  the  only  or  one  of  a  very  few  insurance  providers 
in  rural  areas,  has  sensitized  us  to  the  fact  that  the  lack  of  affordable  health  insur- 
ance for  rural  Americans  is  one  of  the  root  problems  of  the  health  care,  per  se,  in 
rural  America. 

For  many  in  rural  America,  if  health  insurance  is  available,  it  is  far  too  expensive 
for  an  employer  to  provide  or  for  an  employee  to  procure.  As  a  result,  many  employ- 
ees— indeed,  employers — in  small  businesses  or  seasonal  operations  do  not  receive 
health  insurance  as  a  benefit  of  employment.  Self-employed  individuals,  such  as 
farmers,  may  have  insurance,  but  pay  high  premiums  and  carry  high  deductibles. 
Individuals  with  pre-existing  conditions  may  not  qualify  for  conventional  health  in- 
surance, if  they  could  afford  it  in  the  first  place. 

Because  a  high  percentage  of  rural  consumers  are  uninsured  or  woefully 
underinsured,  local  providers  and  provider  institutions  are  threatened  in  a  cycle  of 
cost-shifting  and  uncertain  provider  income.  The  cycle  continues  when  health  care 
professionals  would  rather  provide  service  elsewhere,  namely  in  urban  areas,  where 
they  can  enjoy  a  community  of  colleagues,  modern  equipment  and  facilities  and  a 
higher  income. 

However,  when  community  providers  and  provider  institutions  are  assured  of  pay- 
ment, when  practitioners  can  be  assured  of  timely,  adequate  compensation,   and 
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when  technology  can  provide  instant  access  to  distant  speciaHsts,  the  all-too-famiHar 
cycle  of  health  care  deterioration  in  rural  areas  can  be  arrested. 

The  point  of  NRECA's  proposal  to  seek  authorization  for  extension  of  its  insurance 
plan  to  rural  electric  consumers  indirectly  deals  with  these  issues.  More  important, 
it  introduces  competition  and  consumer  choice  into  rural  communities  and  directly 
addresses  one  important  component  of  all  plans  for  health  care  reform — ^universal 
coverage. 

I  have  no  illusion  that  the  rural  electric  proposal  is  a  panacea  for  all  that  ails 
health  care  in  all  of  rural  America.  It  isn't.  However,  it  represents  a  gigantic  step 
toward  universal  coverage,  consumer  choice  and  competition  for  consumer  members 
of  those  rural  electric  systems  that  choose  to  provide  such  an  option. 

I  also  have  no  illusion  that  all  rural  electric  systems  will  choose  to  make  NRECA's 
health  insurance  available  to  their  systems.  For  some  systems,  for  example,  those 
that  provide  service  in  suburban  areas  or  in  areas  that,  for  one  reason  or  another, 
enjoy  competitive  saturation,  it  may  not  be  feasible. 

NRECA  s  proposal  would  enable  rural  electric  systems,  by  resolution  of  the  board 
of  directors,  to  make  the  offering.  They  would  incur  no  additional  cost,  would  hire 
no  additional  staff,  would  answer  no  inquiries  concerning  benefits  or  claims.  Individ- 
ual cooperatives  could  offer  the  option,  or  it  could  be  offered  through  a  generation 
and  transmission  cooperative  which  provides  electric  power  to  a  number  of  distribu- 
tion cooperatives  or  tnrough  a  State  association  of  rural  electric  systems. 

NRECA's  plan  is  a  competitive  plan.  It  offers  comprehensive  benefits  at  a  fair 
price  because  it  pools  131,000  consumers  and  is  able  to  bargain  for  services  and  con- 
cessions based  on  that  large  pool.  It  could  do  the  same  for  an  expanded  population. 

However,  we  do  not  intend  that  NRECA's  plan  be  the  exclusive  vehicle  for  provid- 
ing health  insurance  to  rural  electric  consumers.  We  envision  competition.  In  fact, 
we  invite  competition. 

Other  organizations  with  ties  to  rural  America  could  make  this  same  arrangement 
with  their  members  and  member  organizations. 

Our  objective  is  a  fair  choice  for  rural  electric  consumers  and  an  operative  health 
care  delivery  system  that  enables  rural  electric  systems  to  grow  ana  be  financially 
viable  for  the  long-term  future. 

The  committee  should  also  be  aware  that  what  NRECA  is  seeking  does  not  in- 
volve Congressional  appropriations  and  does  not  load  any  additional  administrative 
responsibilities  on  the  U.  S.  Department  of  Agriculture  or  any  other  Executive  De- 
partment. 

NRECA  has  examined  all  of  the  plans  put  forth  in  the  Congress  and  by  the  Ad- 
ministration. None  deals  with  the  unique  problems  posed  by  rural  America. 
NRECA's  offering  is  not  a  silver  bullet  for  all  oi  rural  America,  but  it  certainly  could 
be  a  dose  of  good  medicine  for  rural  electric  consumers,  for  it  builds  on  what's  in 
place  and  works. 

I  cannot  express  to  the  committee  my  delight  in  being  able  to  proffer  this  exciting, 
realistic  eventuality  to  the  electric  consumers  of  rural  America.  It  is  exemplary  of 
the  down-home,  cooperative  spirit  that  pervades  rural  electrification  still,  and  that 
is,  'Tve  got  a  good  thing,  and  I'm  willing  to  share  it." 

I  thank  the  committee  for  the  opportunity  to  submit  this  testimony  and  would  be 
happy  to  answer  any  questions  the  committee  may  have. 


Gary  L.  Filerman,  Ph.D. 

Mr.  Chairman,  I  am  Gary  Filerman,  Associate  Director  of  the  Pew  Health  Profes- 
sions Commission.  The  Commission  is  an  independent  non  partisan  entity  which 
was  established  by  the  Pew  Charitable  Trusts  1989.  The  mission  is  to  help  assure 
that  this  Nation  has  the  appropriate  health  workforce  in  place  where  and  when  it 
is  needed. 

We  are  concerned  with  the  content  of  the  education  of  health  professionals — their 
skills,  attitudes  and  above  all  appropriate  competencies.  We  are  concerned  about  the 
adequacy  of  the  supply,  the  mix  of  providers  and  their  geographic  distribution.  The 
Commission's  most  recent  report  "Health  Professions  Education  for  the  Future: 
Schools  in  Service  to  the  Nation"  is  probably  the  most  widely  read  study  and  plan 
for  health  professions  education  since  the  Flexier  Report  on  Medicine.  I  woula  ap- 
preciate having  the  report  entered  in  the  committee's  record. 

Mr.  Chairman,  the  Pew  Commission  is  deeply  concerned  about  access  to  care  in 
rural  communities.  The  realities  are  well  known — communities  cannot  replace  aging 
practitioners,  small  hospitals  are  required  to  maintain  multiple  technicians  and 
technologists  in  laboratory,  imaging,  tnerapies  and  other  fields,  legal  barriers  pro- 
hibit using  P.A.s  and  nurse  practitioners  at  the  level  of  their  competence,  reim- 
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bursement  discrimination  restricts  income,  and  aging  and  underfinanced  Hill-Bur- 
ton Hospitals  and  other  facilities  do  not  make  attractive  practice  settings. 

It  is  in  large  part  a  people  problem  which  is  not  receiving  the  attention  it  merits 
in  the  health  care  reform  discussions.  It  is  an  urgent  issue  which  was  with  us  long 
before  the  current  debate.  In  some  respects,  the  current  debate  about  a  reform  law 
is  a  side  issue.  The  reform  or  reorganization  of  health  care  is  here  now  and  it  is 
going  on  at  an  accelerating  pace  in  virtually  every  American  community.  In  many 
places,  this  change  process  is  exacerbating  the  problem  of  access  to  appropriate 
service  providers. 

We  are  sure  of  one  thing.  The  old  approach  of  creating  more  medical  and  other 
schools  on  the  assumption  that  the  market  would  pull  people  into  underserved  areas 
hasn't  helped  much.  In  fact,  it  has  contributed  to  other  problems  such  as  the  over- 
supply  of  medical  specialists  and  the  production  of  hospital  nurses  as  opposed  to 
nurses  who  are  pointed  toward  careers  m  prevention,  home  health,  rural  health,  etc. 

The  National  Health  Service  Corps  has  helped  in  many  places  but  the  corps  has 
not  realized  its  potential  because  it  is  too  small,  too  narrowly  focused  on  physicians 
and  does  not  pay  enough.  The  expansion  of  the  Corps  should  be  a  high  priority. 

Medical  Schools  are  under  pressure  to  move  clinical  training  out  of  the  teaching 
hospitals  and  into  practice  settings  which  are  more  representative  of  where  most 
doctors  practice  and  of  the  care  most  people  need  most  of  the  time.  Rural  rotations 
will  help  create  interest  only  if  the  students  see  good  practice  conditions.  It  will  do 
no  good  to  have  them  observe  isolated  practice  by  doctors  working  long  hours  for 
low  pay  and  without  backup.  They  must  see  doctors  and  other  team  members  who 
have  professional  and  technical  support  systems  which  make  rural  practice  intellec- 
tually as  well  as  financially  rewarding. 

We  believe  that  there  are  six  keys  to  establishing  these  conditions: 

1.  Area  Health  Education  Center  (AHEC)  Extension:  AHECs  have  proven  to  be  ef- 
fective in  providing  technical  support  for  rural  physicians  in  several  States.  Serious 
consideration  should  be  given  to  expanding  AHEC  into  the  health  equivalent  of  agri- 
cultural extension.  To  do  that  will  require  the  active  participation  of  Academic 
Health  Centers  in  the  land  grant  schools,  expanding  the  AHEC  mission  to  include 
more  consultative  service,  a  focus  on  the  full  health  team  and  perhaps  direct  col- 
laboration with  the  extension  systems  in  those  States  where  extension  is  capable 
of  adding  real  value  to  the  health  care  system. 

2.  Telemedicine:  We  agree  with  the  recommendation  of  Communicating  For  Agri- 
culture that  telemedicine  should  be  developed  as  a  basic  component  of  all  rural 
health  services.  To  do  so  will  require  a  substantial  R&D  investment  so  that  funds 
are  not  wasted  on  exotic  systems  which  are  not  used  or  are  unnecessarily  complex. 
There  are  some  excellent  systems  in  place  now  which  should  be  evaluated  and  per- 
haps simulated  as  a  component  of  the  expanded  AHEC  program.  Among  other 
things,  practitioners  must  be  trained  to  use  tnese  systems  cost  effectively. 

3.  Another  key  is  the  financing  of  rural  training.  At  present,  most  funding  flows 
to  the  Academic  Health  Centers.  In  so  far  as  Federal  funds  are  concerned^  rural 
education  would  be  invigorated  if  the  support  went  directly  to  the  rural  training 
sites — it  should  follow  the  students. 

4.  Reimbursement:  All  of  the  educational  schemes  will  fail  if  we  do  not  improve 
the  income  base  of  the  rural  provider:  Medicare  and  Medicaid  account  for  most  of 
the  patients  in  many  areas,  and  those  programs  do  not  pay  their  fair  share  of  the 
costs,  leaving  rural  practitioners  underpaid  and,  I  might  add,  with  few  highly  in- 
sured patients  to  whom  costs  can  be  shifted.  Obviously  it  is  important  to  reduce  the 
disparity  in  reimbursement  between  urban  and  rural  providers  for  the  same  serv- 
ices. 

5.  Team  Work  Practice:  The  fifth  key  is  to  develop  teams  of  providers,  including 
nurse  practitioners  and  physician  assistants  who  can  work  independently  or  be 
based  in  doctor's  offices,  groups  or  in  hospitals.  The  barriers  to  achieving  this  essen- 
tial model  are  many.  One  is  that  many  physicians  have  negative  attitudes  toward 
nurse  practitioners  in  particular.  The  Commission  is  urging  schools  to  provide  op- 
portunities for  medical,  nursing  and  P.A.  students  to  learn  together  because  we 
know  that  physicians  who  work  and  learn  with  the  others  are  very  supportive  of 
them  in  practice. 

Restrictive  State  practice  acts  are  another  barrier.  Most  of  the  acts  are  scientif- 
ically obsolete  and  simply  illogical.  They  are  designed  more  for  economic  protection 
more  public  protection  and  are  enforced  by  licensure  boards  which  are  the  private 
domain  of  the  professions.  The  Pew  Commission  urges  the  Federal  Government  to 
develop  model  State  practice  acts  which  deregulate  the  professions.  Restrictive  prac- 
tice acts  have  a  strangle  hold  on  rural  health  service  development. 
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6.  Finally,  Mr.  Chairman,  lets  expand  our  reach  through  community  health  work- 
ers. Individuals  from  the  community  of  all  backgrounds  and  ages  with  relatively 
short  training  can  have  a  tremendous  impact  upon  health  status.  Thev  would  work 
under  the  supervision  of  doctors,  nurses  and  P.A.s  and  be  employed  by  the  health 
department,  an  alliance  or  health  care  system.  There  is  a  lot  that  community  health 
workers  can  do  in  prevention,  screening,  home  health  and  health  education.  Perhaps 
we  are  demystifying  medical  care,  but  this  is  a  practical  approach  which  has  been 
successful  in  many  communities. 

The  Pew  Health  Professions  Commission  is  anxious  to  work  with  the  Congress, 
the  States,  the  professional  organizations  and  the  schools  to  assure  that  rural  Amer- 
ica has  access  to  appropriate  providers  under  any  financing  scheme.  We  thank  you 
and  the  committee  for  calling  attention  to  this  issue. 


POSITION  STATEMENTS 

National  Rural  Health  Association 

Chairman  Leahy,  and  Members  of  the  Senate  Agriculture  Committee.  The  Na- 
tional Rural  Health  Association  appreciates  the  opportunity  to  present  its  views  on 
the  impact  of  national  health  reform  on  America's  rural  citizens.  The  National  Rural 
Health  Association  membership  is  comprised  of  small,  rural  hospitals,  community 
and  migrant  health  centers,  rural  health  clinics,  primary  care  physicians,  non-physi- 
cian providers,  educators  and  other  rural  health  advocates. 

The  National  Rural  Health  Association  urges  serious  consideration  and  passage 
of  a  health  reform  plan  that  ensures  universal  access  to  health  care  for  all  popu- 
lations. NRHA  distinguishes  universal  access  from  universal  coverage  by  defining 
universal  access  as  access  to  basic  comprehensive  primary  health  care  services.  In 
our  estimation,  providing  a  health  care  card  and  offering  health  care  benefits  does 
not  go  fai  enough  to  providing  quality  health  care  services.  American  citizens,  par- 
ticularly those  in  isolated  rural  and  frontier  communities,  must  have  access  to  pri- 
mary health  care  providers. 

LIVING  IN  ONE  RURAL  STATE 

One  pearl  of  wisdom  about  rural  areas  is  "if  you  have  seen  one  rural  area,  you 
have  seen  one  rural  area."  Rural  communities  are  all  very  different  in  their  health 
care  needs.  Take  for  example  Stowe,  Vermont.  Dan  Craig,  President  of  the  Vermont 
Rural  Health  Consortium,  a  for-profit  hospital  consortium,  describes  Vermont  as  an 
environmental  oriented  State,  with  a  declining  dairy  industir,  but  a  booming  tour- 
ism industry.  There  are  a  good  number  of  self-employed  people  and  small  employers 
with  part-time  seasonal  employees. 

The  State  of  Vermont  has  a  population  of  about  500,000  people.  Recent  figures 
indicated  that  about  50,000  people  were  uninsured.  Vermont's  Medicaid  system  is 
a  very  comprehensive  one. 

With  regard  to  national  health  reform,  Craig  noted  that  the  small  business  person 
would  have  a  difficult  time  paying  an  8-12  percent  tax  into  a  pool  to  help  cover 
health  costs.  The  brunt  of  such  a  business  expense  would  be  overwhelming  particu- 
larly since  most  of  their  business  is  handled  by  part-time,  seasonal  workers. 

The  health  care  providers  in  Vermont  are  moving  ahead  towards  developing  inte- 
grated health  care  systems.  They  are  forming  provider  networks  and  community 
care  networks  (health  and  social  services)  which  are  expected  to  forge  new  partner- 
ships to  delivery  more  cost  effective  health  care  services. 

HEALTH  SYSTEMS  FINANCING  ISSUES 

The  National  Rural  Health  Association  believes  that  there  are  two  major  issues 
in  financing  health  systems  reform  that  must  be  considered  in  implementing  na- 
tional health  reform.  These  are:  (1)  how  to  finance  the  overall  system  and  (2)  how 
to  pay  for  services  as  well  as  reimbursement  focusing  on  the  patient/provider  rela- 
tionship. 

NRHA  recommends  that  reforms  of  the  health  system  cannot  take  place  by  reduc- 
ing Medicare.  Rural  areas,  with  their  disproportionate  number  of  elderly,  will  suffer 
inordinately  with  any  decrease  in  Medicare  funding. 

The  National  Rural  Health  Association  recommends  continuing  Medicaid  dis- 
proportionate share  hospital  payments  to  those  hospitals  serving  a  disproportionate 
share  of  low-income  patients  during  the  5-  year  transition  period. 

We  also  recommend  not  eliminating  the  Medicare  adjustment  for  outpatient  cap- 
ital costs  for  rural  and  inner  city  health  care  facilities. 
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Further,  NRHA  opposes  the  reduction  in  outpatient  services.  Rural  hospitals  fol- 
lowed the  mandate  set  by  the  Congress  to  reduce  expensive  inpatient  services  by 
providing  more  services  that  could  oe  performed  on  an  outpatient  basis.  They  did 
exactly  what  the  Congress  sought  to  the  point  where  now  about  55  percent  of  rural 
hospitals'  Medicare  revenue  are  from  outpatient  services.  Yet,  rural  hospitals  will 
find  that  a  reduction  in  outpatient  services  will  substantial  erode  their  financial 
base,  causing  vital  services  to  be  reduced  or  eliminated. 

MEDICARE  HISTORICAL  BIASES 

It  is  clear  that  historical  biases  in  reimbursement  to  rural  providers  exist  in  our 
current  health  care  system.  Medicare  pays  rural  providers  up  to  40  percent  less 
than  their  urban  counterparts  for  the  same  services.  Costs  for  those  services  in 
rural  communities  are  generally  higher  because  rural  providers  cannot  take  advan- 
tage of  economies  of  scale  and  many  other  reasons. 

If  a  new  national  health  system  bases  the  Federal  budget  and  allocation  of  funds 
on  historical  experiences,  rural  providers  and  their  patients  will  be  put  at  further 
risk  of  losing  critical  health  care  resources  and  services.  Tim  Size,  Executive  Direc- 
tor of  the  Rural  Wisconsin  Hospital  Cooperative  illustrated  the  problems  relating  to 
the  rural/urban  Medicare  differential,  retbrm  of  the  Medicare  index,  expanding  Med- 
icare rates  to  all  payers  and  the  consequences  if  all  three  situations  occur  simulta- 
neously. 

Using  wage  index  data  from  the  September  1,  1993  Federal  Register,  Size  was 
able  to  demonstrate  the  competitive  disadvantage  of  Sauk  Prairie  Memorial  Hos- 
pital being  on  the  wrong  side  of  the  Wisconsin  River.  By  all  accounts,  the  wage 
index  was  estimated  lower  by  20  percent,  the  adjusted  labor  was  lower  by  20  per- 
cent, the  non-labor  rate  was  23  percent  lower  ana  the  overall  base  payment  was  21 
percent  lower. 

In  addition  to  the  lower  Medicare  payment  rates  to  rural  hospitals,  the  Prospec- 
tive Payment  Assessment  Commission  has  restated  its  position  that  the  current  sys- 
tem for  determining  the  PPS  wage  index  should  be  replaced  by  one  which  accounts 
for  actual  proximity  to  neighboring  hospitals,  as  well  as  the  institutions'  occupa- 
tional mix.  However,  it  is  our  understanding  that  the  Health  Care  Financing  Ad- 
ministration is  not  in  the  position  to  adopt  ProPAC's  recommendation. 

Another  concern  is  a  proposal  that  cost  controls  be  applied  by  using  Medicare 
rates  to  all  payers. 

For  1992-93,  ProPAC  estimates  an  aggregate  Medicare  margin  of  —9.9  percent. 
In  1991,  Medicare  (5.4  percent),  Medicaid  (1.6  percent)  and  uncompensated  care  (4.8 
percent)  losses  were  equal  to  11.8  percent  of  total  costs  for  rural  hospitals.  Losses 
were  covered  with  surplus  payments  from  private  insurers  equal  to  13.8  percent  of 
total  costs. 

If  the  current  gain  from  private  payers  becomes  a  loss  comparable  to  that  already 
bom  due  to  Medicare,  the  total  hospital  loss  as  a  percentage  of  total  is  estimated 
at  11.8  percent  +  5.4  percent  or  17.2  percent.  The  only  remaining  source  of  revenue 
to  offset  this  loss  would  be  a  couple  oi  percentage  points  worth  of  non-operating  rev- 
enue. As  rural  hospitals  have  already  driven  their  costs  down  in  order  to  com- 
f)ensate  for  current  Medicare  discriminatory  payments,  there  is  little  to  no  flexibility 
efl  in  their  budgets. 

The  National  Rural  Health  Association  recommends  that  the  wage  index  reflect 
the  price  of  labor  by  reimbursing  rural  hospitals  with  a  fair  occupational  mix  adjust- 
ment. 

The  National  Rural  Health  Association  opposes  the  reduction  in  hospital 
marketbasket  update  for  rural  hospitals. 

RURAL  COMMUNITY-BASED  HEALTH  CARE  SYSTEMS  UNDER  NATIONAL  HEALTH  REFORM 

It  is  critical  that  there  be  a  mechanism  that  recognizes  and  maintains  the  con- 
tributions of  essential  community  providers — those  community -based  providers  who 
have  established  themselves  and  demonstrated  their  ability  to  provide  access  to 
health  care  services  for  residents  of  rural  underserved  areas.  There  must  be  assur- 
ances that  essential  community  providers  participate  and  be  protected  in  payment 
agreements  during  the  initial  five  year  transition. 

An  amendment  approved  by  the  House  Ways  and  Means  Health  Subcommittee 
protecting  essential  community  providers  did  not  provide  for  rural  health  clinics  to 
receive  cost-based  reimbursement.  The  National  Rural  Health  Association  supports 
cost-based  reimbursement  for  both  federally  qualified  health  centers  and  rural 
health  clinics.  It  should  be  noted  that  the  rural  health  clinics  program  is  the  fore- 
runner and  served  as  the  model  for  the  FQHC  program.  Rural  health  clinics  were 
the  first  to  be  paid  on  a  cost-based  reimbursement  basis  in  order  to  keep  primary 
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care  clinics  in  rural  and  underserved  areas  financially  viable.  Rural  health  clinics, 
like  FQHCs,  provide  millions  of  primary  and  preventive  health  care  visits  annually 
and  must  be  sustained  as  an  integral  part  of  the  rural  health  care  delivery  system. 
The  experiences  of  rural  health  clinics  is  another  illustration  of  the  inherent  bi- 
ases in  historical  payments  to  rural  providers.  Rural  health  clinic  reimbursement 
has  been  artificially  suppressed  as  a  result  of  the  placement  of  caps  that  were  not 
increased  for  many  years.  Any  future  payments  based  on  historical  experience  will 
continue  to  place  rural  providers  in  an  untenable  financial  position. 

REIMBURSING  PRIMARY  CARE  PHYSICIANS  UNDER  NATIONAL  HEALTH  REFORM 

Biases  exist  in  the  historical  payment  to  rural  primary  care  providers.  The  Medi- 
care reimbursement  for  office  visits  are  substantially  lower  than  the  cost  of  provid- 
ing the  services.  Medicare  fees  simply  do  not  begin  to  cover  the  time  and  material 
that  it  takes  to  serve  rural  elderly  residents.  NRHA  is  concerned  about  the  Medicare 
fee  schedule  structure  in  that  widely  varying  geographic  schedules  would  continue 
the  inherent  biases  in  restrictive  payment  to  primary  care  providers.  Ultimately,  ac- 
cess problems  will  arise  for  rural  residents  who  live  in  alliances  with  low  rates  and/ 
or  high  administrative  costs. 

The  National  Rural  Health  Association  believes  that  higher  payments  for  primary 
care  services  can  be  achieved  through  reconfiguring  the  conversion  factor  or  through 
bonus  payments  rather  than  through  changes  in  relative  values.  Moreover,  alliances 
or  States  should  be  required  to  adopt  a  national  lesource  based  fee  schedule,  but 
allow  the  alliances  or  States  to  negotiate  even  with  providers  regarding  the  conver- 
sion factor. 

To  further  assist  rural  communities  to  recruit  and  retain  primary  care  providers, 
physicians,  nurse  practitioners  and  physician  assistants,  the  National  Rural  Health 
Association  supports  a  Medicare  bonus  payment  increase  of  20  percent  for  primary 
care  providers,  physicians,  nurse  practitioners  and  physician  assistants,  serving  in 
a  health  professional  shortage  area.  Moreover,  Medicare  bonus  payments  should 
continue  for  a  period  of  ten  years  regardless  of  whether  the  areas  continues  to  be 
designated  as  a  health  professional  shortage  area. 

DESIGNATING  ESSENTIAL  COMMUNITY  PROVIDERS 

The  National  Rural  Health  Association  supports  the  automatic  designation  of  es- 
sential community  providers  to  include  (1)  hospitals  that  would  qualiiy  for  a  Medi- 
care disproportionate  share  adjustment;  (2)  federally  qualified  health  centers;  (3) 
rural  health  clinics;  (4)  sole  community  hospitals;  (o)  hospitals  that  would  qualify 
as  a  Medicare-dependent  hospital;  and  (6)  entities  designated  by  the  State  governor 
through  the  State  health  plan. 

These  providers  have  established  themselves  and  demonstrated  their  ability  to 
provide  access  to  health  residents  of  rural  underserved  areas.  These  providers  have 
been  providing  the  primary  and  preventive  care  services,  along  with  necessary  ena- 
bling services,  (transportation,  translation,  case  management,  outreach,  etc.),  to  en- 
sure access  to  rural  citizens.  These  essential  community  providers  need  to  have  stop 
loss  and  contracting  protections — protecting  them  against  financial  risk. 

CAPITAL  INFRASTRUCTURE  DEVELOPMENT 

National  health  reform  will  require  capital  infrastructure  development  of  commu- 
nity-based health  care  institutions.  It  will  require  expenditures  for  bricks  and  mor- 
tar, as  well  as  systems  transitions  and  acquisitions.  It  will  require  accessible  and 
affordable  funding,  in  debt  and  equity  markets,  for  rural  institutions,  including  com- 
munity and  migrant  health  centers,  rural  health  clinics  and  small  and  rural  hos- 
pitals. 

We  believe  that  with  full  coverage  for  all  rural  residents,  we  will  need  a  signifi- 
cant infusion  of  dollars  for  community  and  migrant  health  centers  to  accommodate 
the  health  care  needs  of  citizens  who  will  come  in  the  front  door  of  the  health  care 
system. 

With  all  of  the  talk  about  managed  competition  and  integrated  systems  develop- 
ment especially  be  the  large  insurance  companies,  HMOs  and  tertiary  care  hos- 
pitals, we  tend  to  forget  who  is  providing  care  in  rural  America — community  based 
organizations  like  small,  rural  hospitals,  community  and  migrant  health  centers, 
rural  health  clinics,  local  private  physicians,  non-physician  providers  and  health  de- 
partments. 

We  believe  a  successful  health  reform  strategy  will  recognize  this  fact  and  attempt 
to  build  on  the  strengths  of  community-based  systems  combining  them  appropriately 
with  integrated  systems  development.  It  is  important  to  rememoer  these  big  HMOs 
and  hospitals  including  teaching  centers  have  nad  relatively  little  success  and  inter- 
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est  in  rural  America  over  the  past  25  years.  While  forging  partnerships  with  them 
may  be  possible,  rural  communities  would  like  the  flexibility  to  design  integrated 
health  care  systems  that  meet  their  unique  health  care  needs. 

The  National  Rural  Health  Association  supports  Senator  Tom  Daschle's  efforts  to 
irnprove  the  capital  infrastructure  in  rural  and  urban  underserved  areas.  The 
NRHA  supports  funding  of  loans  and  loan  guarantees  for  qualified  community 
health  plans  and  practice  networks.  However,  in  many  isolated  rural  and  frontier 
areas,  the  community  health  center  or  rural  hospital  may  be  the  sole  provider;  net- 
works may  not  be  possible.  Therefore,  it  is  critical  that  funding  for  capital  infra- 
structure projects  also  be  provided  to  individual  rural  health  care  facilities.  More- 
over, some  rural  communities  find  that  access  to  capital  for  projects  of  less  than 
$300,000  for  facility  improvement  or  development  is  most  beneficial. 

The  USDA  and  the  Department  of  Health  and  Human  Services  had  a  joint  agree- 
ment to  fund  "bricks  and  mortar"  for  the  community  health  centers  program.  A 
large  number  of  existing  structures  in  rural  communities  were  funded  through  the 
community  facilities  loan  program. 

Funds  must  be  made  available  for  loan  and  loan  guarantees,  interest  subsidies 
and  direct  grants.  Funding  must  be  provided  for  planning  and  construction  costs  to 
convert  existing  facilities  to  other  models  where  appropriate.  Examples  of  these 
models  include  the  Essential  Access  Community  Hospital/Rural  Primary  Care  Pro- 
gram (EACH/RPCH)  and  Montana's  Medical  Assistance  Facilities  program. 

Direct  grants  should  be  provided  to  community  health  groups  and  to  qualified 
hospitals  with  urgent  capital  needs  where  emergency  certification  and  licensure  to 
entities  are  threatened  with  closure  or  loss  of  accreditation  or  certification  of  a  facil- 
ity or  of  essential  services  as  a  result  of  life  of  safety  code  violations  or  equipment 
failures. 

The  NRHA  supports  extending  the  EACH/PRCH  program  authorization  by  modi- 
fying the  72  hours  length-of-stay  rule  to  the  average  of  72  hours.  Moreover,  NRHA 
supports  extending  the  Medical  Assistance  Facilities  program  to  all  50  States. 

HEALTH  SYSTEMS  WORKFORCE 

The  President's  bill  attempts  to  address  the  workforce  issue  by  making  changes 
in  graduate  medical  education;  increasing  Medicare  payments  for  primary  care  phy- 
sicians; offering  bonus  payments  to  primary  care  providers  under  Medicare;  provid- 
ing tax  incentives  for  primary  care  physicians,  advanced  practice  nurses  and  physi- 
cian assistants;  increasing  funding  for  health  professions  education  and  nurse  train- 
ing; and  expanding  the  National  Health  Service  Corps. 

Increases  in  incentives  for  primary  care  providing  training  for  all  disciplines  are 
critical  to  rural  areas.  It  is  the  hope  of  the  rural  constituency  that  greater  emphasis 
on  quality  training  at  rural  ambulatory,  hospital  and  non-hospital  sites  will  tecome 
a  recruitment  point  for  luring  primary  care  physicians  and  nonphysician  providers 
to  practice  in  rural  communities. 

NRHA  supports  direct  graduate  medical  education  reimbursement  to  rural  ambu- 
latory, hospital  and  non-hospital  sites  and  paying  of  local  providers  for  their  time 
to  teach. 

The  National  Rural  Health  Association  promotes  a  policy  which  adequately  redi- 
rects graduate  medical  education  payments  to  achieve  a  goal  after  a  five  year  phase- 
in  period  of  at  least  50  percent  of  new  physicians  being  trained  in  primary  care 
rather  than  in  specific  specialty  fields  in  which  an  excess  supply  currently  exists. 

NRHA  also  recommends  that  priority  should  be  given  to  essential  community  pro- 
viders when  assigning  new  National  Health  Service  Corps  personnel.  In  terms  of 
distribution  of  residency  training  programs,  special  consideration  should  be  given  to 
residency  training  proCTams  located  in  States  with  no  medical  school. 

Mr.  Chairman,  tne  National  Rural  Health  Association  is  committed  to  working 
with  the  Congress  and  the  President  to  ensure  universal  access  through  a  national 
health  reform  plan  this  year. 


National  Rural  Electric  Cooperative  Association 

Executive  Summary:  The  Nation's  1,000  consumer-owned  not-for-profit  rural  elec- 
tric systems,  their  25  million  consumer-owners  and  their  national  association,  the 
National  Rural  Electric  Cooperative  Association  (NRECA)  have  had  specific  inter- 
ests in  health  care  in  rural  American  for  more  than  40  years.  NRECA  is  the  pri- 
mary, self-insured  health  care  insurer  of  more  than  131,000  rural  electric  coopera- 
tive employees,  directors  and  their  dependents.  (Bv  law,  NRECA  is  limited  to  pro- 
viding insurance  coverage  for  this  population.)  NRECA  has  commissioned  a  variety 
of  studies  on  health  care  issues  in  rural  America  and  has  more  than  40  years'  prac- 
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tical  experience  dealing,  hands  on,  with  a  multitude  of  problems  that  exist  with  the 
present  rural  health  care  delivery  system. 

Because  rural  electric  systems  are  consumer-owned,  and  because  those  consumers 
make  up  systems'  boards  of  directors  and  membership,  NRECA,  long  frustrated 
with  the  mounting  threats  to  cost-efTective,  accessible  health  care  systems  in  rural 
areas,  has  sought  viable  alternatives  to  today's  rural  health  care. 

NRECA  applauds  initiatives  to  reform  health  care  delivery  and  financing,  but  sug- 
gests that  no  proposal  deals  adequately  with  rural  health  care. 

At  the  direction  of  its  membership,  NRECA  seeks  authority  for  rural  electric  sys- 
tems to  extend  health  insurance,  mcluding  but  not  limited  to  NRECA's  plan,  to 
rural  electric  consumers,  filling  a  wide  gap  in  the  availability  of  affordable  insurance 
to  these  rural  Americans  and  offering  them  a  competitive  choice.  Additionally,  the 
proposal  could  result  in  a  more  competitive  stature  for  rural  areas  in  the  retention 
and  attraction  of  business  and  could  encourage  the  recruitment  and  retention  of 
rural  health  care  providers  encouraged  by  stable,  predictable,  universal  insurance 
coverage. 


LETTER 

M.A.  Dixon,  M.D. 
Coeur  d'Alene,  ID,  March  3,  1994. 

Hon.  Larry  E.  Craig, 

U.S.  Senate,  Hart  Building,  Washington,  DC. 

Dear  Senator  Craig: 

Over  the  past  few  decades  our  system  of  health  care  has  evolved  without  direc- 
tion, often  shaped  by  self-interest  to  become  an  uncoordinated,  uncontrolled,  un- 
wieldy monster  that  is  costly  and  no  longer  fair  or  responsive  to  the  needs  of  our 
Nation.  So  much  so  that  it  has  caught  the  attention  of  all,  and  become  an  issue  of 
major  priority.  I  applaud  the  concern  and  work  done  by  the  current  administration, 
ana  also  the  time  and  efTort  our  legislators  have  spent  to  learn  about,  and  under- 
stand this  system.  It  is  high  time  that  we  bring  this  monster  back  under  control. 

We  physicians  and  health  care  providers  share  this  concern.  For  more  than  a  dec- 
ade now,  physicians  and  other  health  care  providers  have  been  working  for  change 
and  trying  to  educate  ourselves  about  the  problems  and  possible  solutions.  Provider 
organizations,  notably  the  Licking  Memorial  program  in  Ohio  and  the  Friendly  Hills 
program  in  California,  have  been  developed  across  the  Nation  to  deal  with  these  is- 
sues on  a  local  basis.  However,  change  comes  slowly  in  the  absence  of  crisis.  We 
now  have  a  crisis. 

We  in  North  Idaho  realize  that  we  cannot  change  the  course  of  the  Nation,  or  per- 
haps even  influence  all  of  Idaho.  However,  we  can  draw  a  circle  around  our  service 
area — our  homes  and  communities — and  see  what  we  can  do  to  make  sense  out  of 
our  local  health  care  system.  One  year  ago,  the  approximately  160  physicians  of  our 
five  northern  counties  joined  together  to  form  the  North  Idaho  Physicians  Associa- 
tion to  serve  as  a  forum  for  discussion  and  education.  We  then  joined  the  coalition 
of  hospitals  of  the  five  northern  counties  in  an  efTort  to  study  the  needs  of  the  people 
and  employers  of  our  communities,  the  concerns  of  the  health  care  providers,  and 
the  future  health  care  market  in  North  Idaho  in  order  to  see  if  we  could  create  a 
system  that  would  meet  the  needs  of  all:  a  win-win  solution  for  providers  and  con- 
sumers alike. 

That  study  is  now  drawing  to  an  end.  The  information  gathered  has  shown  us 
that  the  physicians,  hospitals,  and  employers  of  our  area  must  come  together  in  a 
cooperative  venture  to  provide  care.  Soon  we  will  be  forming  local  PHOs  in  each 
community,  with  a  Network  Physician  Hospital  Organization  to  coordinate  the  ef- 
forts in  each  of  the  five  counties.  This  organization  is  based  on  the  premise  that 
care  is  most  efficient  when  it  is  controlled  and  coordinated  locally,  and  is  dedicated 
to  excellent  health  care  as  a  goal,  with  cost  efficiency  as  a  means,  rather  than  profit 
as  the  goal  and  health  care  as  the  means,  as  unfortunately  most  of  our  third  party 
payer  system  is  today. 

Although,  by  necessity,  we  will  start  by  targeting  large  self-insured  employers, 
later  adding  smaller  businesses,  our  intent  is  to  eventually  have  a  product  that  will 
be  available  to  everyone.  We  have  already  started  discussions  with  Medicaid,  and 
will  be  studying  solutions  to  the  indigent  care  problem.  As  in  the  rest  of  the  Nation, 
shortage  of  primary  care  physicians  is  a  problem,  and  we  will  be  working  on  that 
as  well.  We  believe  that  these  issues  are  best  addressed  through  local  organizations 
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that  can  identify  the  unique  problems  of  each  individual  community,  and  that  co- 
ordinated, regional  efforts  like  this  may  be  the  only  hope  for  our  smaller  rural 
health  care  systems. 

You  and  your  colleagues  are  wrestling  with  these  same  issues  on  the  national 
level.  Although  it  may  be  necessary  to  have  a  national  program,  we  hope  that  as 
this  process  evolves  it  will  be  recognized  that  cost  efilcient  regional  programs  are 
being  developed  or  are  already  in  place,  and  that  the  eventual  Federal  program  will 
be  designed  to  work  with,  and  not  impede  these  organizations. 
We  very  much  appreciate  your  eflbrts. 
Sincerely, 

(Signed)  MICHAEL  A.  DiXON,  M.D. 

President,  N.I.PA. 
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